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ESTIMATED BALANCE OF INTERNATIONAL PAYMENTS FOR CANADA, 1926-1929 


Abe ieteene 


According to the Estimated Balance of International Payments statement 
compiled by the Dominion Bureau of Statistics, the year 1929 appears to have shown 
a reversal of the net outward capital movement which has been characteristic of 
Canadian international transactions for the last few years. In this statement an 
effort has been made to bring together all the debit and credit items of the nation's 
business for the years 1926 to 1929. 

Canada's international buying and selling of commodities and services 
amounted to nearly $4 billiomsin 1929 as compared with $24 billions for the foreign 
trade in commodities alone, which means that the so-calléd "invisible items" of our 
international business accounted for nearly 40% of the aggregate for all items. 

Comparing the items which are included in this estimate the largest 
is, of course, the commodity trade which in the calendar year 1929 showed a debit or 
"unfavorable" balance of $83 millions. Among so-called "invisible" items debit balances 
included freight payments $38 millions, interest payments $216 millions, non-commercial 
remittances $9 millions and motion picture royalties $4 millions. Shipments of gold 
and subsidiary coin showed a credit balance of $7 millions, tourist's expenditures 
$188 millions, insurance transactions $23 millions, advertising $4 millions, capital of 
immigrants and emigrants $1 million and electrical energy $4 millions. When all debits 
and credits are Paani sa, & debit item of $88 millions fs necessary to balance the 
account. This item will be partly accounted for by the errors and omissions which are 
inevitable in all such calculations. It is believed, however, that some portion of the 


amoun Aue to net importation of capital into Canada during 1929. 
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DESCRIPTION OF METHOD OF CALCULATING FREIGHT PAYMENTS AND 
RECEIPTS FOR THE BALANCE OF INTERNATIONAL PAYMENTS 


It is the intention of the Bureau, as time permits, to carry out im- 
provements in methods of estimating the various items which enter into the balance of 
international payments statewent. During the last year a careful study of freight 
payments and receipts led to considerable improvements in the method previously used, 
As a result new estimates were made back to 1926 and utilized in the present bulletin. 
A description of the method now in use follows: 


Where a country values its imports on a C.I.F. basis the problem of 
estimating freight payments to outside nations for their shipping and railway services 
does not arise, since such expenses are included in the customs valuations. Canada, 
however, values its imports at their fair market value in the country whence exported 
at the place of direct shipment to Canada, hence freight charges are not included in 
the Canadian customs valuations and must be estimated as one of the "invisible" items 
of international transactions. 


As to exports, Canada does not value these f.o.be boundary but at the 
point of original shipment. Hence freight from the latter to the boundary must be 
estimated. 


In general the above statements may be predicated of our imports and 
exports; but there are certain exceptions which mist be noted before attempting an 
estimate of freight payments or receipts not already accounted for by inclusion in 
custom valuations. Some Canadian export commodities are sold f.o.b. destination and 
the customs valuation includes freight to the point of destination. This is true of 
such an important group as grain products. In this case some allowance should be made 
for freight credited to Canada in the customs valuations but eventually paid to 
transportation agencies in other countries. 


Caution must also be exercised in applying the term "point of original 
shipment", For example, grain shipped from Port Arthur and Fort William via Buffalo 
has Fort William or Port Arthur as the point of original shipment; but in the case 
of grain shipped from Fort William and Port Arthur to Montreal and afterwards exported, 
Montreal becomes the point of original shipment for customs purposes, the freight from 
head-of-lakes to Montreal being included in the values shown in the customs invoice. 

In the first case grain carried from Fort William and Port Arthur in Canadian ships 
to Buffalo earns inland freight which is not included in customs figures,and in the 
second case the inland freight to Montreal is included in the customs figures. 


With the above principles for guidance the following methods were 
adopted to estimate freight receipts and payments not accounted for in customs 
valuations: 


A. Rail Freight Payments.- Tons of freight imported by rail are com- 
piled by the Bureau. As these include only revenue freight some addition must be made 
Tor payments made abroad for transportation of commodities such as coal and steel rails 
used by Canadian railways themselves. The method adopted was to use import figures 
instead of revenue freight figures for coal and steel rails. Import quantities were 
multiplied by actual rail rates in force on the main coal-carrying railways between the 
principal United States coal fields and the Canadian boundary. For all other groups of 
commodities an estimate was made of the miles each class of freight would travel before 
reaching the Canadian boundary. Tons of freight received from foreign points were 
multiplied by the retevani item in the table of distances in order to arrive at ton 
miles, and the latter were multiplied by a yearly average rate per ton mile for that 
class in order to arrive at freight payments. 


B. Rail and Inland Water Freight Receipts.- Traffic Reports compiled 
by the Bureau include figures showing (a) freight originating in Canada and delivered 
+49 foreign connections frail and water) and (b) freight received from foreign con- 
necticns destined for foreign points. ‘The latter covers transit traffic which is a 
very important item in freight receipts. This transit traffic is heaviest on the lines 
runiiag across south-western Ontaric between Detroit and Buffalo and on the Canadian 
section of the line running between Chicago, Montreal and the New England States. 


For all tonnage exported (including transit traffic) as shown in the 
traffic reports, with the exception of grain and grain products which are dealt with 
specially. an estimate has been made of the avernge nusber of miles each class of 
freight is carried to the border. Tons exported are converted into ton miles for each 


year and multiplied by the average yearly rate per ton mile in order to arrive atthe 
vaiue o: freight receipts. 
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} Yor all groups except grain and grain products it is assumed that there 
s no difficulties with regard to point of original shipment or in regard to customs 
valuations (which would not be true if any invoices were f.o.b. point of destination). 
Yo the case of grain and grain products, since such difficulties do exist, special 
Calculations were necessary. 


Ganadian shipping and railroad companies earn large sums annually for 
the carriage of export grain but far the greater portion of these earnings are included 
jn customs valuations. It is only necessary, therefore, to take account of the 
iinvisible" portion so far as a balance of international payments statement is concerned. 
The following is a list of customs ports of exit showing the geographical location of the 
point of original shipment for gtains so far as customs valuations are concerned. 


Customs Port of Exit Point of Original Shipment 
Montreal. Montreal 

Quebec Quebec 

St.John, N.B. St.John, N.B. 

Halifax, N.S. Halifax, NiSs 

Vancouver, B.C. Vancouver, B.C. 

Prince Rupert, B.C. Prince Rupert, B.C. 
Coaticook, Que. ) 

St.John, Que. ) Mostly Fort William and Port Arthur 
Sherbrooke, Que.) 

Welland 

Niagara Falls 

Bridgeburg ) Georgian Bay ports 
Prescott ) 

Cornwall ) 


"Invisible items in inland freight are as follows: Working on the 
basis of the foregoing table and including also certain shipments in bond and tranship- 
ments from Buffalo, the "invisible" items in inland freight payments and receipts for 
grain are as follows: 


Freight Harned by Canadian Carriers 


I. United Stated grain in bond from Port Colborne to Montreal. 
Quantities obtained from Grain Trade Report. Rates from Transportation Branch, D.B.S. 


2, United States grain in bond from Georgian Bay ports by rail to 
Montreal, American Seaboard, Canadian Seaboard, etc. Quantities from Grain Trade Report. 
Rates from Transportation Branch, D.B.&. 


3. .Canadian grain Georgian Bay ports by rail to border points. 
Quantities from Grain Trade Report, Rates from Transportation Branch, D.B.S. 


4, Canadian grain carried in Canadian ships from Fort William and 
Port Arthur to Buffalo. Quantities and rates from Transportation Branch, D.B.5S. 


5. Canadian grain from Fort William ond Port Arthur by rail to 
Coaticook, etc. Quantities from Grain Trade Report, Rates from Transportation Branch, 
DEAS 


6, United States grain in transit. Traffic Reports and Transportation 
Branch, D.B.S. 


Payments to United States 


1. Grain shipped from Fort William and Port Arthur to Canadian ports 
in U.S. vessels. Grain Trade Report, 


2, Transhipments of Canadian grain from Buffalo to Montreal in U.5. 
vessels. Transportation Branch, 


C. Ocean Freight Payments and Receipts.- Tons of exports and imports 
losded and unloaded at Canadian écean ports are obtained from the annual reports on 
shipving issued by the Department of National Revenue for Canadian, British and foreign 
ships. It is very difficult to get a reliable figure for average ocean freight rates. 
That used in these calculations was obtained by circularizing a number of shipping 
companies doing Canadian business and securing data as to tonnage shipped and total 
freight received. In this way an average rate of $7.50 per ton was arrived at for the 
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from overseas via United States ports. 
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The Economist's index of ocean freight rates was used to correct this 


An addition to the payments made by Canada is necessary for imports 


multinlied by the same figure as for other ocean freights. 


D. Port and Other Expenses of Shipping.- 


ducted from the freight paid to British and foreign vessels as an 


The estimated tonnage in this category was 


These expenses must be de- 
"invisibld! item of 


purchases of Canadian goods and services from abroad and from receipts by Canadian 
vessels in foreign ports as an'invisibld item of purchases of foreign goods and 
services by Canadians. 


used. 


They are extremely difficult to estimate. 
proportion of the gross earnings is deducted to cover them, one-fifth being commonly 

A detailed study was made for the Bureau by Professor Taylor for the year 1925. 
Statistics of the principal ports were examined, the actual harbour and pilotage dues 
paid in each port being estimated for all non-Canadian shipping. 
‘ing expense was taken at twenty-five cents a ton cargo; brokerage and commission at 


Usually a flat 


Loading and unload- 


five cents a ton net register; supplies purchased at ten cents a ton net register; 
and expenditures by crews at one dollar a head. 


1925. 


1926 
1927 
1928 
1929 


TABLE OF FREIGHT RECEIPTS AND PAYMENTS 
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1926 - 1929 
(000's Omitted) 


The final result proved to be 35% 

of the estimated freight earnings for Canadian cargo of British and foreign ships in 
One-third of the earnings of these ships and of Canadian ships in foreign ports 
has been deducted in our calculation of freight receipts and payments. 


RECEIPTS 
Inland Freight 
Payments to Canada Earned by 
including Transit Canadian Total 
Traffic Ships 
ae : $ 3 
82,409 9,052 91,461 
91,183 9,796 100,979 
90,139 9,330 99, 469 
86,297 9,550 95, 847 
PAYMENTS 
Paid to On Acct. of 
To U.S. British & ocean Imports Total 
Railroads Foreign Ships via U.S. 
$ $ $ $ 
85,251 25,415 1,275 111,941 
90,292 29,191 1,477 120,960 
gu, 374 28,400 1,500 124.774 
104,476 28,050 1,500 134,026 
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NOTE - This bulletin is the result of investigations carried on at intervals during 
Several years. ‘The staff of the Dominion Bureaw of Statistics was)greatly 

assisted through valuable contributions made by Professor F.A. Knak of Queen's 
University, and Professor K.W. Taylor of McMaster University. Special mention 
should be made of the work of Professor J.#. Parkinson of Toronto University, 
who spent several months in the Bureau working on this special study, and who, 
besides making original contributions, has consolidated all available materials | 
into this bulletin. : ; 


ESTIMATED BALANCE OF INTERNATIONAL PAYMENTS 
¥F FOR CANADA, 1926-1930 


The estimates of the international balance of payments for the year 1930 
are presented herein together with revised estimates for the four previous years. The 
most noticeable featurcs of the 1930 statement are the continued reduction in the 
volume of merchandise trade, the aitcration in the gold movement and the unfavourable 
balance, including all items visible and invisible, of approximately $160 millions. 

The obvious inference to be drawn from these factors is that Caneda has continued to 
receive foreign capital. imports, on baiance, cither in the form of loans directly float- 
. ed abroad or as foreign investments in Ganada or both. This inward movement of capital, 
which retommencel in 1929, is in marked contrast to the export of capital which took 
place in differing degrees in the period 1923-28, under the influence of a succession 
of favourable balances of current payments. is 


Analysis of the individual items of international receipts and payments for 
1930 reveal iittle of significance. Debit balances were shown by freight payments 
($32 millions), interest payments ($154 millions), immigrants! remittances ($9 millions) 
and movements of gold and subsidiary coin ($14 millions), to name only the more important, 
Credit balances were indicated by the tourist traffic, Canada's principdl invisible ex- 
port ($166 millions), insurance services ($7 millions) and smaller net gains on account 
of government receipts, reparations, immigrant capital, etc. 


, More significant, of course, are the alterations in the various items in 
the statement as compared with the estimates for the previous year. Here the tremendous 
chahges wrought in Canada's international transactions in gcods and services by the 
world depression which began at the end of 1929, and by the difficulties involved in the 
marketing of wheat, are apparent. 

Merchandise exports fell from $1,200 millions in 1929 to $900 millions in 

1930, using approximate figures. ‘The causes of this decline are too well understood 
to detain us here; added to the difficulties of marketing the wheat at remunerative 
prices, Canada was naturally affected by the downward trend, world-wide in its incidence, 
of the prices of all products, particularly cf those primary and agricultural commodities 
of which our exports are so largely composed. In actual fact, a preliminary investiga- 
tion would appear to indicate that the decline in the value of exports for 1930, which 
is general to the whole list of commodities as well as to farm products, is largely 
@& price decline. That is to say, ii we eliminate the fluctuations in prices by revaluing 
the quantities cxported in the fiscal year ending 1931 at the export prices prevailing 
in the previous fiscal ,;ear, domestic experts would shew a decline of only 13.3% as 
compared with a decrease based on declared values of 28.6% (or roughly 25% for the 
calendar year), (1) 


(1) See preliminary report on the Trede of Canada, 1930-31, published by this 
Bureau. 
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Perhaps the best illustration of the special difficulties presented to Canada 
a7 t:.3 Slum) in world pricss is provided by the following table. This shows that 
Canada, in common with most countries whose exports are made up largely of primary pro- 
ducts, received a much greater reduction in the prices of her export commodities than 
the compensating decline in the prices of goods which are normally imported. 


INDEX NUMBERS OF EXPORT AND IMPORT vaLuEsS (2) 


(CANADA'S FORBIGN TRADE) 
(Base 1931=100) 


EXPORTS IMPORTS 

Dama errr es ye OP). 65), sss smwsien 4 wae at 147.0 ote 
Moers irke ss bs aR 144.0 127.0 

Fo A eros yay 137.6 127.3 

LQeON FOF iT. TEER. eee 136.9 122.9 

1S BO NP Coe 17 32 115.1 


In other words, the purchasins power of Canada's exports showed a marked de- 
crease in 1930, a fact which helps to explain the persistence of the unfavourable balance 
of merchandise trade which was first displayed in 1929. 


At the same time, the actual merchandise balance in 1930 showed practically 
no change, since imports registered a similar decline of $300 millions from the 1929 
high of approximately $1,700 millions to $1,000 millions. ‘The excess of imports was 
therefore rovglily $100 mii.ions, as in 1929. 


As in the previous year, no compensation for the unfavourable balance of 
merchandise payments can be lookei for amongst the "invisibles"; on the contrary the 
net receipts from the tourist traffic were reduced by $22 millions in 1930, and the 
principal invisible payment, that for interest and dividends on foreign investments in 
Canada, showed a higher debit balance of $184 millions which is some $13 millions more 
unfavourable than in 1929, 


This is to be expected in the nature of such payments which represent, in 
large measure, the fixed interest charges on bonds and debentures held abroad, in which 
no important defaults have occurred. Increasing foreign investments in Canada required 
an increase in service charges. The declining surplus from merchandise exports, out of 
which a large portion of these payments are ultimately made, created serious problems 
of international financing for many countries in 1930. It so happens that for Canada, 
however, no insurperable difficulties occurred because of the assistance she received, 
on international account, from foreign loans and investments. 


Freight payments in 1930 were less unfavourable than in 1929 by $13 millions 
by reason of the considerable reduction in imports from the U.S.A., on which the freight 
costs constitute the greater part of Canada's total freight payments. Earnings of 
Canadian residents who crosd into the U.S.4. daily for employment there registered a 
decline of $10 millions as a result df cho inactivity of the American automobile business, 
Finally the international gold movement showed a net reversal of $61 millions; more speci- 
fically, a net export of $47 millions in 1929 had become a net inmort of $14 millions 
in 1930. 


; tt is this phenomena of gold imports which probably holds within it the most 
Significant indication of she changing movements in Canada's international transactions 
in goods and services. in 1930. Before proceeding to a discussion of this aspect of the 
Situation it is necessary to éxamine the statements of international transactions for 

the earlier years shown in the table. As previous estimates have pointed out, the chief 
feature of each of these earlier statements is the regularly recurring net credit balance, 
made possible largely by the surplus of merchandise exports over imports. Thus for the 
three years 1926-28 the excess of exports over imports were $285 millions, $161 millions 
and $143 millions respectively. 


Correspondingly, the surplus of receipts (visible and invisible) over payments, 
excluding the movements of short and long term capital, were $228 millions, $137 millions 
and $201 millions. I+t was then argued that since as a matter of practice, and assuming 
normal exchange movements, there cannot be persistent lack of balance in the international 
transactions of a country, there must have been a net outward movement of capital from 
Canada. Owing to the necessarily hypothetical character of mich of the data which serves 
as a basis for our calculations and estimates,it could not be asserted that the surpluses 
shown during these years represented the actual net movement of capital funds out of 
Canada. Separate calculations made at the time, however, did suggest that undoubtedly 


(2) prices and Price Indexes 1930, D.B.S. 
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: 
the growing export of Canadian capital, whether in the form of short term investments 


in New York or by the purchase of foreign securities abroad, exceeded the importation 
of foreign capital into Canada. 


In 1929 the exports of Canada declined drastically by $167 millions. Imports 
in that year on the contrary were increased by $73 millions to a new high level, so 
that a decided shift in the balance of payments togk place. Or, taking into account the 
invisible items as well, a surplus (of all seoaitlat equal to $201 millions in 1929 became 
a derviéit of $65 millions in 1930, involving a real change in the balance of $266 millions. 
This turnover, considered in the light of the total of Canada's international transactions 
(approxinately $3,800 millions in 1929) suggests a transfer problem of some magnitude. 
How was it possible for Canada to continue to pay for her merchandise imports and the 
relatively fixed sums due on the invisible services, at a time when the chief supply of 
foreizn funds, constituted by the merchandise exports, had diminished so greatly? 


that the difficulty existed is evident if we examine the state of foreign 
exchanges. Generally speaking, the foreign exchanges were at a premium during 1929 and 
the early part of 1930, the price of New York funds being for a considerable period 
beyond the gold export point. Despite the correspondingly increased cost of foreign 
purchases caused by the higher price of foreign exchange, imports, as explained, did not 
show any decrease until 1930, when the reduction matched that of the exports. Similarly, 
it is quite clear from the statistics shown in the Summary Balance of Payments that the 
trade deficit of 1929 was not counterbalanced by an export ef gold; eh the contrary, the 
net outward movement of the metal in 1929 was only $47 millions, a reduction of $20 
millions on the net outward flow for 1928. Parenthetically it is interesting to observe 
that during this period of restricted bullion gold exports the stimulus provided by the 
premium on gold (expressed in terms of the foreign exchanges) was sufficient to divert 
the Canadian output of quartz gold to foreign purchasers in the United States instead 
of the Canadian Mint, to which most of it nominally goes. The increase in exports of 
quartz ane in 1929 was one of more than $20 millions above the normal export of $8-$10 
Millions. 


No such tendency manifested itself in the case of bullion gold.and gold coin, 
the stocks of which displayed an apparent passivity throughout the period. ‘The only 
other source of foreign funds available to offset the deficit in the balance of payments 
for 1929 is, of course, that of foreign capital imports. There is only a limited amount 
of statistical information as to capital movements, but were all the details knowm (and 
Bome of the movements are incapable of actual measurement) it is believed they would show 
that the net movement of short and long term capital was inward. It is quite apparent 
that with the high rates payable for foreign funds in 1929, some diminution must have 
taken place in what had been, until then, a considerable export of Qanadian funds for the 
pvrchase of foreign securities on the New York Stock Exchange, a development which came 
fo an end, in any case, with the spectacular fall in such values in October, 1929, It 
is equally certain that a good deal of the short term deposits held by Canadians in 
foreign money markets was repatriated during this period, though here again exact inform- 
ation cannot be available, 


The short term funds employed abroad by the Chartered Banks, and kept largely 
in New York, fell steadily from $183 millions at the beginning of 1929 to $98 millions 
at the end of the year, a reduction of $90 millions in the twelve month period. 


Indeed it can be fairly remarked that the Canadian holdings of foreign invest- 
nents and short term balances have acted as a shock absorber in reducing the effects of 
the mal-adjustment in Canada's balance of international payments during 1929 and in 1930. 


For the rest, the position has been made easier by the continuation of the 
novement of foreign capital into the country, which, over the whole period, has more than 
sounterbalanced the diminution in the supply of foreign funds which resulted from the 
leficit in the merchandise and invisible balances of Canada. ‘Thus the table of estimated 
foreigu investments in Canada! demonstrates an increase of $233 millions in the total 
luring 192°, g®*which roughly indicates the influx of foreign capital. Against that 
must be set the corresponding increase in Canada's investments abroad, which rose by 
$37 millions during the same period. 


The net inflow of slightly less than $200 millions of long term capital, added 
50 the return of $90 millions of short term foreign balances of the Banks may be said to 
lave offset the turnover in the balance of the non-capital items (visible and invisible) 
vhich amounted, in 1929, as stated, to $265 millions. 


(3) See Introduction. 
(2) Ser table under Section 5 - Foreign Investments in Canada. 
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Turning to 1930 it is clear from a preliminary examination of the da 
a te relat- 
ing to capital movements that while the circumstances were somewhat different, the . 
importation of foreign capital again assumed considerable importance and assisted in 
the maintenance of equilibrium in the balance of international payments. 


There is no evidence in the monthly statements of the Chartered Banks of any 
re@uction in the short term foreign assets; indeed these are already probably near 
their necessary minimm, having regard to the normal operations of the Banks. 


It has not been possible to calculate the net increase in foreign investments 
in Canada during 1930, but from the table below, which shows only one phase of the 
capital investment, it appears that the interest in Canadian investments show little 
abatement. 


MOTAL PUBLICLY OFFERED CANADIAN SECURITIES PURCHASED(1) 
(Net nominal capital,less refunding) 


(000 ,000's omitted) 


In gr In Great Britain 
$ 
nis Fs aa Pe a mdi eres | a 296.59 29.16 
1927 e@eeeveeneveereeeereeve eee ee ee 316.80 34.02 
T5eS NEMS els Boiestes 287056 99.63 
GG Pe eu Cleese son vee | 269809 74.12 
DSO An. aoe ee oe OL eo 17.01 
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Some light is thrown on the approach to equilibrium in the balance of payments 
in 1930, by the change in the direction of the monetary gold movements, or by the state 
of foreign exchanges, both of which reflect the influx of foreign funds. In the early 
part of 1930 the Canadian dollar was quoted at a slight discount in New York, a con- 
dition lasting, however, only until May, when it returned to par. From then onward 
the demand for Canadian dollars in New York was sufficient to maintain the exchange 
at a premium of approximately one per cent, until early in December. Coincidental 
with these fluctuations in the exchange, the gold movement to and from Canada was 
sluggish in the first si:: months of the year, but showed a considerable inward mov ement 
in the September and December quarters, nearly $15 millions of gold coin and bars being 
imported in August alone, and a slightly larger amount was imported in the course of 
the next three months, 


In December, New York balances again went to a premiwn and the net export of 
gold was approximately $13 millions in that month. Considering the year as a whole 
the imports of gold coin and billion and other coin exceeded the exports by $13.7 
millions, a condition which has not existed since 1925. 


In other words, the evidence of the fluctuations in the exchange and in the 
gold movements throughout the year would seem to indicate that once the spring seasonal 
imports were financed there was no evidence of any maladjustment in Canada's balance 
of international transactions. On the contrary, the demand for Canadian funds strengthen- 
ed the position of the dollar and necessitated the remittance of gold to Canada from the 
United States in the financial markets of which country these influences are mainly felt. 


The fact that this occurred during a period when the balance of current pay- 
ments (excluding only capital items) was increasingly unfavourable,warrants the con- 
clusion that the influx of foreign capital must have been both persistent and of con- 
siderable dimensions. 


It is impossible to attempt to correlate the fluctuations in the gold and 
foreign exchange movements with the influx of foreign capital. ‘The monthly data of 
capital fluctuations, etc., is not available. The tendency, however, is self-evident 
and by no means unfamiliar in Canadian economic development. 


The response of the gold flows to the relatively slight changes in the foreign 
exchanges in 1930 presei*s, of course, a problem rather more complex than the discussion 
above would apnear to recognize. Not 411 of the inflow was automatic and explainable 
in terms of the favourable balance of payments (if capital items be included therein) 
and the strength of the Canadian dollar on foreign money markets. It is equally possible 
thot purchases of gold were made abroad by the Chartered Banks, at little or no profit, 
for the purpose of strengthening their reserves. 


| (1) Totals for both countries include a small amount of Newfoundland securities 
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Even this operation, however, which involves a depletion of the foreign 
balances of Canadian banks, would only become possible at a period when the foreign 
balances were ample--when, in short, the balance of transfers on international accowmt 
was sufficiently favourable to Canada to sustain these foreign purchases without de- 

“pressing the external value of the currency. 


Finally, another explanation of the events of 1930 suggests itself. The con- 
siderable degree of interest in foreign investments displayed by Canadian investors in 
che last five or six years has already been indicated. he favourable state of the 
balance of payments throughout that period and the easy money market rates prevailing 
would both operate to stimulate an outward movement of Capital for the purchase of 
foreign securities. for example, the estimated Canadian investments abroad, which stood 
at $1,139 millions at the beginning of 1926, had increased to $1,739 millions by 
January, 1929, a net in¢rease of $600 millions in the course of three years. It is 
quite evident from the fragmentary data which is available that this outward movement 
of capital showed a great slackening in 1929, the increase in foreign investments being 

less than $40 millions in that year. It is possible (although the estimates to support 
this conclusion have not yet been made) that some liquidation of Canadian capital in- 
vested abroad took place in 1930, Such an eventuality would tend still further to 
facilitate the restoration of that equilibrium in the balance of international payments 
which the declining merchandise exports might otherwise have threatened. 


DEDUCTIONS FROM COMMODITY TRADE STATISTICS 


SETTLERS EFFECTS, ARTICLES AND ANIMALS FOR EXHIBITION PURPOSES 
AND OTHER NON-COMMERCIAL IMPORTS AND EXPORTS 


It will be observed in the Summary Estimated Balance of Payments that de- 
ductions have been made from the totals of the recorded merchandise exports and imports. 
The explanation of these deductions, the effect of which is to reduce the value of the 
total trade of Canada by roughly thirty to thirty-five million dollars, is as follows:~ 


he Canadian import statistics are stated to include all goods "entered for 
Consumption", i.e., goods that have passed through the customs into the possession of 
the importer, whether on payment of duty or free of duty. Rightly so, for our purpee, 
the returns do not include transit trade, nor goods when they first go into bonded ware- 
houses. They do include, however, certain imports which are not purchased by Canadian 
nationals, but are in the nature of gifts and donations, and similar non-commercial 
items for which no international transfer of funds is necessary. Such items must accord~ 
ingly be deducted from the recorded value of merchandise imports and exports. Th list 
includes, inter alia:4 the value of settlers effects, articles to be ex-warehoused for 
ships! stores, advertising material presumed to be received gratis; cinematograph films 
for which payment is ultimately made on a royalty basis and accounted for separately 
in the balante of payments, donations of articles from abroad, etc: ‘the separate values 
of each are abstracted from the trade returns, and the totals deducted from the recorded 
values of merchandise imports and exports. In addition, adjustments have to be made for 
articles and animals imported and exported for exhibition purposes, an item hitherto 
Overlooked in our computation of the real balance of merchandise trade. 


These latter commodities are imported free of duty, if used for exhibition 
purposes, on the understanding that they will be exported or otherwise dealt with within 
hree months, and are accordingly recorded as imports ex-warehouses for exhibition 
purposes. If these articles or animals are subsequently sold in Oanada, a return must 
be made, and duty paid, and the commodities are again recorded as imported ex-warehouse 
for consumption purposes under the appropriate classification. To avoid this obvious 
duplication we deduct the first value from inports and (in the case of exhibition 
animals) from Canadian exports. 


The effect of these reductions in the totals of merchandise trade in 1930 is 
to reduce the imports by nearly $24,000,000, and the exports by approximately $11,000,000. 
On the other hand, an addition must be made to the recorded import statistics to account 
for the importation by Canadian Companies of ships, discussed in the following section:- 


Incidentally, it may be noted here that, beginning with the calendar year 1928, 
vhe values of the ttrade of Canada in electrical energy are included in the summary of 
merchandise imports and exports. The separate recording of this item in the balance of 
payments (item 15) ceases, therefore, in that year. 
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Unrecorded Imports of Ships. 

. The fact has already been mentioned that the Customs! statistics of imports 
and exports, do not provide a complete account of Canadats purchases and sales abroad 
of commodities. The case of imported ships provides another important illustration of 
this, and in the absence of detailed statistics, estimates must be made as to the value 
of this trade. The only vessels, the purchases of Which are recorded in the Canadian 
Trade Returns, appear to be those imported for use in the coasting trade from countries 
other than the United Kingdom, the customs classifications of which are as follows;- 


(1) "Ships built in any foreign country, if British registered 
Since September 1, 1902, on application for license to 
engage in the Canadian coasting trade!! 


and 


(2) "Vessels, dredges, scows, yachts, boats and other water borne 
craft, built outside of Canada for use in Canadian waters (not 
including vessels engaged in the coasting trade, nor vessels 
in transit between Canada and any place outside thereof)." 


Imports of small pleasure and sports boats, skiffs, canoes, launches, etc.-- 
are all recorded--but the totals wmder (1) and (2) above are so small ($263,000 in 1930, 
$504,000 in 1929) that it is perfectly clear that in this period, which saw, for example, 
the purchase by the C.P.R. of several Empress or Duchess liners, the purchases of new 
vessels from Great Britain are not included. 


| It would seem from the customs classification above that all vessels for use 
in the foreign trade, whether produced in Great Britain or elsewhere, are excluded from 
the import statistics, and even vessels for coastwise service, if constructed in Great 
Britain, are similarly excluded. Foreign builé ships, if entering Canada for use in the 
Coastal or lake trade must pay duty and transfer to a Canadian partof registry, and it 
is fairly clear that the recorded imports of ships, which show a negligible amount from 
Great Britain and the balance of $250,000 from the United States in 1930, are of this 
category, - foreign built and for use in coastwise or lake trade 


The great majority of shipping purchases by Canadian companies, i.e., those 
of British and foreign construction for use in intemational trade, and those British 
manufactured ships intended for coastal trade, are not shown in the import returns. 


The theoretical explanation of this exclusion may be that it is a distortion 
of the facts to consider these ships as Canadian imports when they are not physically 
imported into Canada and eam all their revenue 'outside!t Canada/international trade. 
This explanation, of course, cannot apply to British built ships imported for use in 
the coastal traffic, It is clear, however, that from the point of view of Canada's 
balance of international transactions, such purchases involve a transfer abroad of 
Canadian funds. Since we estimate the earnings of Canadian vessels as a 'treceipt! we 
must equally charge the foreign cost of these vessels as a tpayment?, 


Similarly old ships purchased or sold abroad are not recorded in the trade 
returns and the values (which appear to have been very small in recent years) must also 
be estimated. 


In the past, this Bureau has circularised Canadian Shipping Companies for their 
purchases of foreign ships, new and old, What information we have (by no means complete 
for all years 1926-30) suggests that the use of the statistics given in the British Trade 
Returns relating to'ships and boats exported to Canada, new, complete! would be the most 
satisfactory, since practically all new vessels purchased by the large Canadian lines 
are Duilt under contract in that country. The British figure for 1929 (converted into 
dollars) of $19,228,700. compares favourably with that obtained from the shipping companies, 
and we accordingly use that figure as a measure of the invisible import of ships revising 
in the same manner the estimates published for previous years. 


The British statistics for 1930 are not yet available, but from information 
recuived from the Canadian companies,we judge that their purchases of ships show a con- 
siderable decline on the 1929 figures, and estimate the payments to be $7,470,000 for 
that year. 
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IMPORTS AND EXPORTS OF GOLD COIN AND BULLION AND SUBSIDIARY COIN. 


Gold, of course, is one of Canada's important metal products, and as such 
figures prominently amongst the export..values under the classification "gold bearing 
quartz, nuggets and bullion obtained direct from mining operations". In addition to 
this. however, there is a considerable international traffic, affecting Canada, in gold 
in the form of bullion, bars, and Coin, which is not shown in the merchandise trade 
returns. This gold movement arises from the fact that in a country, such as Canada, 
where the monetary standard is based upon gold, gold has an additional function, - 
that of the money metal, of a medium of exchange. In other words, movements of monetary 
gold are dictated by corsiderations arising from the exigencies of the financial 
mechanism, by the state ci the Chartered Banks! or Dominion Notes! Reserves, by the 
foreign exchanges, or, more comprehensively, by changes in Canada's balance of inter- 
national payments. 


The operation of the gold standard postulates the unimpeded movement of 
monetary gold internationally. Because of the light which the details of such gold 
movements throw upon certain phenomena referred to above, it is expedient, therefore, 
to keep separate record of imports and exports of monetary gold. The earlier discussion 

on the equilibrium of the balance of payments in 1930 illustrates the importance of this 
knowledge. 


The figures recorded in the Summary Balance of Payments (item 2) are taken 
from the Customs! reports and adjusted slightly for unrecorded gold imports and exports, 
and represent the international movement of monetary gold coin and bullion and subsidiary 
coin. 


| Of course, the distinction between exports of monetary and commodity gold in 
the Trade Returns is somewhat artificial, since both fulfil ultimately the same purpose, 
that of paying for our imports of goods and services. There can be no valid reason for 
differentiating between gold bullion obtained direct fram mining operations and sold 
abroad to, say, the U.S. Assay Office at New York, and gold produced in Canada, minted 
at Ottawa, and then withdram by banking institutions, for example, and exported to 

New York. The export returns for the period 1929-30 provide a significant illustration 
of this thesis. The monthly returns for late 1929 and the spring of 1930 show a relative 
immobility of monetary gold movements outwards, but exports of quartz gold increased from 
an average of $8-10 millions in previous years to almost $30 millions in 1929 and the 
Ottawa Mint was for a time relatively idle. 


. There is in geveral, however, a greater degree of rigidity in dtrect gold 
exports, and a greater sensitiveness in monetary gold movements to alterations in the 
balance of payments. For that reason, it is the movements of the latter type which are 
most illuminating for the purpose of analysis, and separate records are therefore kept. 


FREIGHT PAYMENTS AND RECEIPTS 


Many countries value their imports and exports on a C.I.F. basis, i.e., the 
value of the goods at the point of entry into (or export from) the comtry, which value 
will include the cost of freight and 4nsurance, etc., to the national boundary. In 
these cases the problem of estimating the freight payments and receipts made to (or 
received) from foreign countries does not arise in quite the same form as with Canada 
Since such expenses are included in the recorded valuations of foreign trade. Canada, 
however, values its imports at their fair market value in the country whence exported 
at the point of original shipment to Canada. The freight charges paid on imports from 
this point of original shipment to a Canadian port or boundary point are not included in 
the Customs Import Valuations, and must be estimated for inclusion as one of the ‘invisibl¢ 
items in the balance of intefnational transactions. Similarly in the case of exports, 
Canada does not value these f.o.b. boundary (or port) but at the point of original ship- 
ment, so that freight from this point of origin by rail to the boundary (or port) must 
also be estimated. 


It is obvious that the results of these calculations of freight payments have 
a value quite apart from the use to which they are put in the balance of international 
payments. 


1. They provide a more accurate picture of the real values cf exports 
and import<, which the present recorded values do not give. Thus, 
Canadian imports are higher by the amount of freight paid thereon 
to United States railroads and to British and foreign vessels which 
carry the goods to our ports and boundaries. These expenses are 
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included in the real purchasing price. For the same reason, 
Canadian exports are higher, by the amount of freight earned 
by Canadian railroads and lake steamers, etc., which carry 
the goods from the point of origin to the boundary or ports, 


and by the revenues earned by Canadian vessels carrying exports 
across the ocean. 


Actually, the addition of the estimated freight costs to the 
recorded values indicates that Canada's imports are under- 
valued to a greater extent than her exports. 


2. The estimates of freight received and paid may be applied to 
individual commodities with very illuminating results. For 
example, the recorded value of some 17 million tons of coal 
imported from the U.S.A. in 1940 was approximately 47 million 
dollars. This figure represents the price at the mine or point 
of original shipment. If we add to this the cost of freight to 
the Canadian boundary, an expense ultimately paid by the Canadian 
importer, the value of coal imported is increased to 74 million 
dollars. 


3. Finally, the estimates of ‘invisible! freight imports and exports 
can be used to convert Canadian trade figures to ac.i.f. basis, 
for more accurate comparison with the trade returns of other 
countries. If this were done, the total trade of Canada would be 
represented as somewhat greater than the present figures show. 

_ Without this adjustment there frequently appear discrepancies 
between the trade statistics of different countries relating to 
the same inter-arca trade, i.e., between Canada and other countries. 


DESCRIPTION OF METHOD OF CALCULATION OF FREIGHT 
PAYMENTS AND RECEIPTS 


During the last few years the Bureau has made a careful study of the problems 


inherent in the computation of freight payments and receipts and some improvements or 
alterations in the methods previously used have been made; revised estimates made back 
to 1926 are presented in the present bulletin. 


Quite briefly, the freight payments made by Canada to foreigners arise from 


the import trade, and can be placed under three headings. 


Tt .. 


II. 


Freight Payments made by Canada. 


(a) Freight earned by.U.S. railroads carrying export goods to the Canadian 
boundary. This item is easily the most important of the ‘invisible! freight cal- 
culations, by reason of the large percentage of Canada's imports which originate in 
the U.S. 


(bo) Freight ecrned by British and foreign vessels carrying Canadian imports 
from overseas. 


(c) Ocean freight paid on imports coming into Canada via the U.S.A. Rail- 
road freight expenses in the U.S. on these imports, of course, already included 
wmder (a). 


These three constitute the "payments" or debit items. 


Freight Receipts by Canada are as follows: 
(a) Freight earned by Canadian railrnads, etc., carrying exports to the 
ports or bowdary. — 


(vo) Freight earned by Canadian vessels carrying exports overseas. 


(c) Freight earned by Canadian railroads on the transit traffic, i.e., 
that which is received from and delivered to foreign connections. For example, 
the Canadian National Railway moves soveral million tons of American commodities 
in bond from the St.Clair River points through Ontario to Buffalo or Montreal. 
The carnings on this traffic constitute an invisible freight receipt (export) 
and while not analogous with the other categories listed above, it is convenient 
to include it under this section of the balance of payments. The methods of 
estimating the magnitude of freight nayments follows:- 
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I. (a) Freight paid to U.S. railtsdds on_ imports from U.S.A. 


The Annual Sutitary of Monthly Traffic Reports, issued by the Bureau 
of Statistics, lists the 'tonnage of revenue freight received from foreign 
connections destined to Canadian points! (16,757,912 tons in 1930). This total, 
however, réfers only to revenue freight, and will not include the considerable 
quantity of coal and some less important commodities which the Canadian railroads, 
import for their own use from the U.S.A. ‘ 


In addition, it appears that some of the coal imported into Canada 
is purchased from American exporters at or near the border, at a price which 
necessarily includes freight to that point. The recorded Canadian import value 
will therefore include the freight expense. For these reasons, a separate 
calculation is made in respect of the freight paid on coal imports, not already 
included in the import price. 


The assumption is now made that the tonnage of non-coal revenue 
froight received from foreign connections represents the total imports via 
land from the U.S.A. 


This is not strictly true. Some overseas imports at the Atlantic 
and St.Lawrence ports, etc., are included herein, but the proportion is 
sufficiently small to be neglected (say 5%). The next step is to compute a 
weighted average freight rate to be applied to the tonnage of non-coal imports 
from %.S.A., in order to arrive at the freight costs. This method of estimate 
is more likely to yield satisfactory results than the more normal procedure 
of taking an estimated percentage of the value of imports as the probable 
cost of freight, because of the fact that fluctuations in railway rates are 
less frequent than alterations of prices. 


To compute an average freight rate, therefore, a calculation has 
been made from figures relating to freight earned by. all U.S. railroads on 
different commodities, published by the Inter-State Commerce Commission, re- 
lating to 1929. ‘Thus, by dividing the "tonnage of revenue freight originated" 
into the freight revenue--for each of the more important commodities entering 
into the Canadian import trade--we arrive at a freight earned per ton for the 
"average haul". The rates so obtained apply to 80% of the non-coal freight 
actually imported into Canada from U.S. by rail in 1929. The weighted average 
was $5.48 per ton, and may be applied to the total tonnage imported if we 
assume that the “average haul" for cach commodity on the U.S. railroads 
corresponds to the average haul for that commodity to the Canadian boundary~~- 
which cannot be far wrong. 


This average rate must be adjusted downwards to make allowance 
for several corrections. 


(1) Import tonnage from U.S.A. as recorded above is too high 
by reason of the inclusion of some ocean imports already 
referred to. 


(2) Some Canadian imports from U.S. are bought from wholesalers 
at Lake ports or boundary points at a price which includes 
freight. 


In order to make allowance for these facts, the average rate 
per ton is arbitrarily reduced to $5 and may be adjusted in 
future years in line with general alterations in freight rates. 
Freight paid on 7,980,087 tons of non-coal imports in 1930 is 
therefore estimated at $39,900,000. 


Freight paid_on coal imported from U.S.A. 


It is impossible to apply the same method to the calculation of 
coal freight because:;- 


(1) The railways import coal for their own use, the figures for 
which are not recordec. in the same return. 


(2) Some imports of coal may be recorded at a price which includes 
freight, as when purchased through a wholesaler at, say, Cleveland 
or Buffalo. It would, therefore, be inaccurate to consider all 
U.S. coal imported as coming direct from the mines, and valued 
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on that basis in the Canadian import returns. An alternative 
method of estimating the freight (not already included in the 
import price) so paid is to consider it as represented by the 
difference between: (a) The U.S. value of coal exported to 
Canada, which is the value at the boundary or ports and there- 
fore includes freight, and (b) the Canadian recorded value of 
coal imported from the U.S., which is the value at the mine, 

or at the point of original shipment in the United States, which 
may of course, be a boundary point or Lake port. 


This method of estimate takes advantage of the differences in the 
method of valuation adopted by the two countries, and avoids the statistical difficulty 
nentioned above, Using the methods described, the estimate for freight paid to U.S. 
railways is derived as follows:- 


COAL 
(in thousands of $) 
1926 pcre 1928 1929 1930 
thracite | | 
Exported from U:S.A. | 
(U.S: values) Oe 13 32,130 gtelecs i 32,569 | 2U,075 © 
tmoorted from U.S.A. | 


(Canadian values) 29 ,989 24,130 22,899 21,164 


23 299 ; 
Difference-being : 
freight paid 10,234 8,000 &,978 9,670 2011 


Bituminous | 
Exported from U.S.A. ic 

| (U.S. values) | 52,202 ~ 55,620 50,128 54,217 49,982 

- ‘Imported from U.S.A. 
_ (Canadian values) 25, UY 29,004 | 24,88 25 882 25,36 
 Difference-beimeg 
freight paid | 26,759 26,616 24,619 


Total freight paid | 
Anthracite & Bituminous | 37, 04% ity Bbp6 16 34,221 38,005 | 27,530 
| 
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NON-COAL FREIGHT 
(in thousands of tons) 


. Lawns 1927 1928 1929 1930 
| | 
| 


Total-'Revenue freight 
received from foreign | 


'connections destined 
for Canadian points’. 


Total Coal 


“fotal of non-coal 7,581 7,847 9,410 | 10,549 7,980 


(Thousands of $) 


| 
Freight paid on non-coal 
imports from U.S. at 


| per ton. 37,907 139,234 | 47,050 | 52,747 | 394900 
‘Estimate Freight paid to | | | 


67,430 


U.S. railroads, coal and 
- non-coal imports | 74,950 77550 a \naeehyeyl 90,752 
. . | 


I (b) Qcean freight paid to British and foreign vessels carrying imports to Canada. 


Imports into Canada from overseas are similarly valued in the 
Canadian customs returns as at the point of origin abroad. If carried in 
British or foreign vessels, the freight so earned (net, after deduction for 
expenses in Canadian ports) constitutes an invisible import. 
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The Annual Shipping Report (compiled by the Department of Customs) lists the 
mnage of freight, entered and cleared, in British, foreign and Canadian vessels for the 
scal year. Hitherto, in making the estimate of freight costs, the method was to take 
e total of British and foreign carried tonnage (imports) which was then multiplied by 
_average ocean freight rate (based upon $7.50 per ton for 1928 and adjusted for other 
vars in accordance with the Economist Index Number of ocean freight rates). A deduction 
' 33 1/3% from these estimated gross earnings was made in order to allow for that portion 
‘the earnings of British and foreign vessels expended in Canadian ports. This percentage 
is arrived at as a result of a detailed study,made for the year 1925. Statistics of the 
‘incipal ports were examined, the actual harbour and pilotage dues paid in each port 
ring estimated for all non-Canadian shipping. Loading and unloading expense was taken 
. twenty-five cents a ton cargo; brokerage and commissions at five cents a ton net 
wister; supplies purchased at ten cents a ton net register; and expenditure by crews 
, one dollar a head. The final result proved to be 35% of the estimated freight earnings 
r Canadian cargo of British and foreign shins in 1925, 


One-third of the gross earnings of British and foreign vessels carrying 
adian imports and of Canadian ships carrying exports is therefore deducted from gross 
nings in our calculation of freight payments and receipts. 


es Cettain revisions have had to be made in the estimates of the gross earnings 
’ foreign vessels, although the basic method has been retained. (1) The explanation of 
lese changes is as follows:- 


(1) The figures given in the Shipping Reports relating to the tonnage carried 
in Canadian and British vessels (the primary data) are ambiguous for our 
purpose. The nationality of a vessel is apparently determined by its 
port of registry. Gertain Canadian-owned vessels are registered in Great 
Britain or elsewhere, and are, therefore, recorded as British ships. 

The most important example of this is the C.P.R. Line, most of whose 
vessels are in this sense 'British'. 


The tonnage of freight carried by these and any other Canadian-owned 
vessels must be(l) deducted from the totals described as “entered in 
British and foreign vessels", thereby reducing the debit item ana(2) 
added to the tonnage of exports carried in Canadian vessels, constitut- 
ing an additional Toredit" item in the balance of payments. Extensive 
confidential enquiries were made in 1930 amongst Canadian shipping | 
companies, the C.P.R., Imperial Oil, McColl Frontenac, etc.,,in order to 
discover the port of registration of their vessels in order to determine 
the tnationalityt and to find out the volume of freight cdrried annually 
in these same vessels, both of imports and of exports. 


As a result of this investigation the figures of inward freight tonnage 

darried in British and foreign vessels must be reduced by 10% to offset 

the inclusion of Canadian-owned vesseis in the statistics, Similarly 
the total tonnage of exports reported as carried by Cenadian vessels will 
be increased by 40% to allow for other Canadian vessels recorded as 
British. 


Soe 


These alterations réduce the net debit on account of shipping freight in 
the balance of vayments by five to seven millions of dollars. 


(2) A further refinement of method which has been adopted is to discriminate 
between inward and outward freight rates. By taking the figures of 
operations submitted by the various companies doing Canadian business-~ 
figures showing the tonnage carried and the freight revenues received, two 
weighted average ocean freight rates were struck for 1928, viz., import 
rate $9.65 per ton; export rate $7.07 per ton. 


A normal method of estimate is to determine the percentage which the freight expense 
bears to the value of goods carried by vessels of a number of sampled firms in any 
one year. This method is unsuited to Canadian purposes, since "values" imported 

in British, Canadian and foreign vessels are not recorded. Jn any case the use of 
this method is very dubious in view of the a@ifficulty of making adjustments in the 
basic percentage to provice for: (1) changes in the value of imported and exported 
goods--the basic % alters inversely. (2) alterations in ocean freight rates-~ the 
basic % varies directly. The method described above is therefore adopted, with 
slight modifications. 
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The ocean freight rates for preceding years (and for 1930), 
- adjusted in accordance withthe Economist index number of 
freight rates are, therefore, estimated as follows;:- 


Year Index No. Import Export 
1926 10947 $ 10.71 $ 7.85 
1927 109.7 10./0 7-85 
1928 98.8 9.65 FeO 
1929 - 96.8 9,45 6.93 
1930 94.8 9625 6.78 


The difference between the import and export rates is explained 
‘by the different nature of the traffic. Exports are bulky and 
cheaper to carry, imports are more compact dnd expensive. The 
distinction is especially important in the balance of payments 
by reason of the fact that the proportion of tonnage carried 

in Canadian vessels appears to be greater in respect of exports, 
where the freight rates are lower. The import traffic is more 
largely carried by British and foreign vessels at, of course, 
what aré more expensive rates. 


(3) The Shipping Reports compile statistics of tonnage for fiscal 
years ehding in March, while the Balance of Payments is concerned 
with calendar years. The error involved in the application of 
the (for example) 1929 freight rates to the tonnage ascribed to 
the year ending March, 1930, is sufficiently small as to be 
negligible: this factor is therefore ignored. 


Applying the computed freight rates to the tonnage imported in 
British and foreign vessels, and making the usual deductions for port expenses, and 
for freight imported in Canadian vessels (recorded as British), freight payments 
by Canada are estimated as follows:- ig 


i 


(Thousands of $) 


1926 1927 1928 1929 1930 
28,739 33,116 32,167 38,213 32, 000% 


II (b) Freight Receipts earned by Canadian Vessels are similarly estimated--the 
basic figure of export tonnage carried in Canadian vessels being increased by 
40% to take account of those Canadian vessels which would be recorded as 
"British", The éstimates are as follows:- 


(Thousands of $) 


1926 1927 1928 1929 1930 
15,580 12,684 12,096 9,311 7,000 (est.) 
I (c) Ocean Freight ents made by Canada. on imports via U.S. 


Ganadian trade returns show that between ten and fifteen million 
dollars worth of imports from overseas enter Canada via the United States. 
The freight paid on this relatively small volume of imports constitutes an 
invisible import. The railway freight paid for transit across U.S.A. is 
included in the calculation under Section IA, An estimate must now be made 
of the ocean freight paid from point of origin to the U.S. port, the assump- 
tion being that these imports are carried in non~Canadian vessels. 


The method used was to estimate the tonnage of this trade, this 
figure being multiplied by the inward ocean freight rate for the particular 
year. To estimate the tonnage from the recorded statistics of the value of 
geods imported into Canada via U.S.A., it has been necessary to make some 
rough calculation of the average value per ton of all ocean imports into 
Canada. The result varies from $55 to $62 for 1926-29. The application of 
these values to imports via U.S.A. gives the tonnage required, and this f 
figure is multiplied by the freight rate to arrive at the total freight cost he 
on these imports. 2 


x This is a rough estimate. Shipping figures for 1930 not yet published: the 1929 
estimate is therefore roughly adjusted on the basis that imports from overseas fell 
from $405 millions to $355 millions, and the freight rate from $9.45 per ton to $9.25. ©” 
.@verseas exports fell from $663 millions to $493 millions, and the rate fran $6.93 ’ 
per’ ton to Bo. 78 
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Several objections may be made to this method: firstly, the statistics 
of imports via U.S.A. are on a fiscal year basis; and secondly, the assumption that 
imports via U.S.A. are of a similar nature (in respect to bulk and value and there- 
fore, by inference, to freight rates) to those entering Canada direct, may be invalid. 
In point of fact the goods coming via U.S.A. are largely raw materials from South 
and Central America and the Far East, and are probably worth less per ton than the 
manufactured goods coming direct to Canada from Europe, etc. ?.. 


The total amounts involved are so relatively small, however, that no 
adjustments have been made and it is believed that to estimate this freight payment 


as being equal to 15% of the value of imports via the U.S.A. will be sufficiently 
accurate for future calculations. . 


Freight paid on Imports vid YUeSA-- 


(Thousands of $) 


Fiscal year ending Imports from Overseas Ocean Freight 
March _ via U.S.A. Paid 
1927 peg ebg (eh $ 2,174 
192g 12,118 1,995 
1929 11,043 1,890 
1930 9,850 1,478 
1931 ,000 (cst.) 1,200 


II. Freight Reteints - Rail 


Canadian exports are valued in the Trade Returns as at the point of 
original shipment in Canada. It id necessary, therefore, to calculate the freight 
earned by Canadian railways and vessels in transporting commodities to the boundary * 
or ports of exit. There are, however, one or two exceptions to the general rule . 
that exports are valued as at the point of origin. Some Canadian export commod- 
ities are sold f.o.b. destination and the customs valuation therefore includes 
froight to the point of destination. This is the practice, for example, in the 
flour and grain products trade, where the export value includes freight to the 
ports and somctimes to the foreign destination. In this latter case some allowance 
should be made for freight credited to Cahada in the export valuations but actually 
earned by British and foreign vessels who carry part of the flour exports. i 


Caution must also be exercised in applying the term "point of origina} 
shipment". For example, grain shipped from Port Arthur and Fort William via 
Buffalo has Port Arthur or Fort William as the point of original shipment; but in 
the case of grain shipped from these ports to Montreal and afterwards exported, 
Montreal becomes the point of original shipment for customs purposes, the freight 
from head-of-lakes to Montreal being included in the values shown in the invoices 
from which trade returns are compiled. In the first ase, grain carried from 
Port Arthur in Canadian ships to Buffalo earns inland freight which is not included 
in customs figures, and in the second case the inland freight to Montreal is al- 
ready included in the customs valuation of exports. Freight recgipts for grains 
and flour and other milled products must, therefore, be treated separately from 
the main calculation. 


With the above principles for guidance the following methods were 
adopted to estimate receipts not already included in customs valuations. 


(a) Freight earned by Canadian railroads, carrying Canadian exports 
(exclusive of grain, flour and milled products) 


The Summary of Monthly Traffic Reports compiled by the Bureau shows (a) 
the volume of railway freight delivered to foreign connections (ports of exit or 
boundary points) and (b) railway freight received from foreign connections destined _ 
for foreign points (this is the in-transit traffic, which also brings revenue into 
Canada, the estimate of which must again be a matter of separate calculation for 
the reasons explained below). 


The actual Canadian export traffic handled by rail is show by the 
difference between (a) and (bd), and amounted to 18,155,091 tons in 19¢9 and 14,969,-. 
UZ tons in 1930. (See table on page 15). 


The figures for wheat and grains, flour and other milled products must 
be abstracted from these figures, being the subject of a special calculatien below. 
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For the remaining tonnage of Canadian exports it is assumed that the freight paid 
thereon from the point of original shipment to the port. or boundary is not included 
in the respective export valuation. 8xtensive inquiries amongst exporters of wood, 
wood~ptlp, newsprint, logs, timber, paper, etc. (which general classification pro- 
vided a large proportion of the total tonnage of direct export of Canadian goods) 
demonstrated conclusively that the invariable custom is to value the exports for 
customs purposes as at the point of original shipment which, in most Cascs,was the 
Same thing as the f.0.b.. mill value. The “initial assumption then, seemsfairly valid 
and is in accordance with the instructions issued by the Customs authoritics. 


The next step is to apply a flat rate per ton of freight to the figures 
of tonnage exported for each o* the important commodity classes (excluding grains, 
flour, etc.). The Transportation Branch of the Bureau has selected for cach of 
these commodities an export rate, being the through freight rate on the typical 
export haul for that commodity. ‘the results obtained by this method are likely to 
be as accurate as is possible. Flat rates yer ton do not vary greatly for slightly 
longer or shorter hauls, and export rates are generally lower than interprovincial 
rates, a factor which tends to invalidate the use of the ton-mile rates formerly 
adopted in this computation. ¥lat ratos por ton are therefore selected, and the 
calculation has been still further shortoned and simplified by combining thoso ex- 
port rates into a weighted average export freight rate which has teen applied to 
the total tonnage of goods exported (oxclwu’ing, of course, grains and flour). ‘This 
average worked out to approximately $4 per ton for 1928-29; in view of the slight 
changes in railway rates during the period, this figure is adopted for all five 
years. 

FREIGHT RECEIPTS - RATT, 


— _ 


| 1926 | «1927 | 1928) >| 

a | 

be it 4 ; 

Total delivered to | | : 

Foreign connections ~ tons | 30, 399.334 | 35.410, 684) HO, 168 ,070 35,160,291 | 28,073,025. 

Received from foreign con- : | | 

nections destined to foreign | | | 
! 


points (in transit traffic) - | 
| 17,005,200 13,103,572 


_tons | 15,201,374 | 16,131,481! 16,826,459 


Total Canadian Export Trade 


(A) - tons PUBCACAROCTE Ee mete 18,155,091 | 14,969,443 


Production ; . 
(1) fanaa grains - tons Pe (leo Fee oe 6, 129,933 54 428,934 


(2) Canadian flour and other | ' | 
milled products - tons i 1,266,505] 1,267,830] 1,425,576 | 1.,2l, 756 


902,566 


a in oem hes 


Total éxports, grain, flour & 4 

other milled products 
(B) - tons | 4,037,759 

difference (A) minus (B) = 
Amount of Canadian exports not | 
specially accounted for - tons} 


€ 275,309] 12,311,675 | 7+371,691 


5 
t 


anaes pty ata 9 | bi 
11,160,201 | 11,003,894 11,029,936 | 10,783,400 | 8,637, 943 
: | 


freight Receipts 
\t average flat rate of $4 per | 7 
ton on export traffic: | : Ls | 
receipts = (SH, 640, 30H (54s 015.576 Ku, 129, 74 $43,133,600 $34,552,772 
} | ! i 
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Freight receipts on exports of srain, flour and other milled products 


Canadian shipping and raiiway companies earn large sums annually for the 
Carriage of export grain but by far the grenter ~roportion of these earnings are 
included in the recorded value of exports as already explained. It is only necessary, 
therefore, to take account of the invisible vortion sofar as the balance of inter- 
national payments stateront is concerned. ‘The following is a list of customs ports 
of exit showing the geographicz:1 location of the point of original shipment for 
grains for purposes of export valuezion in the trade returns:- 


Customs Port of “xit Point of Original Shipment 
Montreal Montreal 
Quebec Quebec 


St.John, NB, SteJohn, N.B. 
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Customs Port of Exit ~ Con. Point of Original Shipment COs 


Halifax. N.S. Halifax,-NsS. 

Vau7ouver, B.C. Vancouver, B.C. 

Prince Rupert, B.C. Prince Rupert, B.C. 

Coaticook, Que. ) 
Sherbrooke, Que.) Mostly Fort William and Port Arthur 
StoJohm, Que. ) 

Welland ) 

Niagara “alls) 

Bridgeburg ) Georgian Bay ports 

Prescott ) 

Cornwall ) 


Workir’ on the basis of the foregoing table, and taking into a¢ceunt the 
various routes and methods by which the grain traffic is moved, the ‘invisible! 
items in inland freie*+ payments and receipts for grain are calculated as explained 

in the following bricf notes:- 


Freight earned by Canadien carriers 


1. United States grain in bond from Port Colborne to Montreal{ Quantities 
obtained from Grain Trade Report. Rates from Transportation Branch, 
ID aieyensye 


eC. United States grain in bond from Georgian Bay ports by rail to Montreal, 
American Seaboard, Canadian Seaboard, etc. Quantities from Grain Trade 
Report. Rates from Transportation Branch, D.B.S. 


3e Canadian grain from Georgian Bay ports by rail to border points. 
Quantities from Grain Trade Report. Rates from Transportation Branch, 
D.BsS. ‘ 


4. Canadian grain carried in Canadian ships from Fort William and Port 
Arthur to Buffalo. Quantities and rates from Transportation Branch, 


I BDe DD 


50 Canadien grain from Fert William and port Arthur by rail to Coaticook, 
etc. Quantities from Grain Trade Report. Rates from Transportation 
Branch, De Brs. 


6. United States grain in transit. This in-ttransit grain is included 
in the general in-transit estimate especially compiled and is neglected 
here to avoid Cuplication. 


ayments to United States 


fe Grain shipved from Fort William and Port Arthur to Canadian ports in 
U-S. vessels. Grain Trade Report. 


8. Transhipments of Canadian grain from Buffalo to Montreal in U.S. 
vessels. ‘ransportation Branch. | 


That is to say, the quantities shipped by the various routes for the 
crop years are abstracted from the Report on the Grain Trade of Canada, and placed 
on a calendar year basis, and in some cases converted from bushels into units of 
100 lbs. to which the rates are applicable. Average Lake freight rates on wheat 
are obtained fron the Grain Trade Reports and applied to the related shipments; 
rail freight rates sre obtained from the Transportation Branch. For the sake of 
Convenience the net “eredit" for grain freight is carried forward to the Summary. 


The estimates for vrainr work out as follows; 


GRATN FREIGHT RECEIPTS 


| 1926 | 1927 


fag) 


fe eos Grain from 2t.Colborme | $ | : 
1S. Grain Pee ge 1,908,647 554,118] 427,813 
e- UsS. Grain Georgian Bay Ports | | : 
by rail 2,728 ,080/2, 14898811, 44, 612 


1,701,796 | 3,602,145 
3. Georgian Bay Port~ sy rai | 876,826 543,837 | 648,384, 462,253) 436,760 
4. Shipments from Port Arthur = | | | 
to Buffalo in Sanadinn | 
| 


| Aa: 
vessels. 980,966 | 896,122 |1,166,948) 248,091 
> lijiam ana Port Arthw fee! | 
9 eiesieces te voit 7" 1, tise.000 | 661,610 11,684, 0601. uee.06 


2 CE PE YT, 128, 962 17,530, 109'3, 836, 41515578, 581 
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GRAIN FREIGHT PAYMENTS 


pint ibe wdd Sapeled toe fie eis Mee he ie et tt oo a 


i 


LOO Fidey oe ae | 1928 | 1929 | 1930 


7- Grain shipped from Port Arthur $ Srey $ $ $ 

to Canadian Ports in U.S. | | 

vessels 05000 120,000: 240,000 100 ,000 Nil 
8, Transhipments Buffalo to 

Montreal Py i gc »115,427 


1,095,002 2,892,749 | 3,885,704 1,140,667 [1,115,427 
NET GRAIN FREIGHT RECBIPTS BY CANADA 
4,893,180 4,826,213 3,650,405 2,695,748 1,463, 154 


Br: (bd) Freight earned by Canadian vessels carrying exports to overseas has already beén me 


discussed and estimated under Section I (b) above. 


II. (c) Freight Receipts from In fransit Traffic. 
The Summary of Monthly Traffic Reports compiled by the Bureau of 
destined for foreign points!. This is the in transit traffic on which Canada can be 


said to earn 'invisible' receipts which must be included in the balance of inter- 


and on the Canadian section of the line running between Chicago, Montreal and the 


traffic is carried on purely Canadian lines, earning revenues from U.S. shippers, 
all of which will accrue to Canada in the balance of payments. 


Actually, of course, the largest part of the Ontario traffic (75% approx-.. 


imately) consists of American traffic passing over American owned or leased lines; 
over the Michigan Central, the Wabash Railroad and the Pere Marquette. This does 


not mean, however, that Canada should not be credited with some freight receipts from 
the traffic. The operating expenses of the line are incurred and disbursed in Canada; 


the receipts come largely from American shippers. This, then, is clearly an "inter- 
national" transaction. 


It is necessary, therefore, to make separate calculations in order to 
arrive at: 


(a) Freight receipts by Canada arising from in-transit traffic on 
American owned or leased lines in Ontario. 


(>) Freight receipts by Canada arising from in-transit traffic on purely 
Canadian lines in all other provinces, and on the Canadian National line in S. Ontario.” 


Receipts from in-transit traffic are calculated separately for each 
province in accordance with the form of the Traffic Report Statistics. The details 
given below are for 1929 and indicate the nature of the primary data on which the 
estimates are made. 


1. In-Transit Traffic, New Brunswick 475,194 tons 


Quebec rei S| Sh alam 
British Columbia 301,600 " 
Other provinces 
(negligible) CUGOBL ae 
Motel. asa» 2 3427O3955. 
2. In-Transit Traffic, Ontario 13,828,247 =" 
TT ,00D e006 


The tonnage carried under Section 1 (all provinces except Ontario) 
was carried very largely on Canadian-owned lines, and is described briefly 
on the next page. 


Statistics shows,inter alia, the volume of 'freight received from foreign connections 


New England States. “ne assumption has hitherto been made that the Ontario in transit. 


national transactions. This movement of goods in transit across Canada is particular-.. | 
ly heavy on the lines running across South Western Ontario between Detroit and Buffalo,. 
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New Brunswick: Goods teceived from points on the Maine - New Brunswick 
frontier and carried back into Maine further south, or possibly exported via St. John. 
It will also include traffic received from the New Brunswick ports ("foreign points") 
destined to points in Maine or elsewhere at a through rate. In any case the haul 
is relatively short, and the freight rate to be adopted is arbitrarily placed at 
$1.00 per ton. 


uebec! A movement of traffic from the Chicago region across Quebec in 
bond, and back into U.S.A. to Portland, Maine, whence exported. The traffic is 
largely wood pulp and paper and anthracite coal. There is a reverse movement-- 
imports via Maine and Quebec to the American Middle West. Again, for a relatively 
short haul across the province the freight rate is arbitrarily placed at $1.00 per 
ton. 


British Columbia: Goods coming from the Far East via Vancouver 
transhipped in bond to Chicago and Bastern American points. For example, silk from 
Japan and China, etc., destined for Central and Hastern American points is shipped 
in special fast freight trains and pays a high rate, equivalent to passenger tariffs, 
of approximately $9.00 per cwt. ‘The actual details of this commodity traffic (not 
shown separately in Canadian import statistics) can be obtained from the Foreign 
Commerce and Navigation reports of the U.S.A. by referring to imports at the ports 
of entry under the three regions, St.Lawrence, Buffalo and Chicago. For 1928 the 
imports into U.S.A. of this in-transit traffic weres 


St.Lawrence Ports Buffalo Ports Chicago Ports 
Raw Silk ...s Lbs: 10,296,466 6,913,234 192 
Silk Waste .. Lbs. 467,573 4,988 ~ 
Total :.. Lbs. 10,754,039 6,918,222 192 


Total revenues to Canadian railways at $9.00 per cwts would then be in 
the neighbourhood of $1,600,000. For the whole of this long-distance in-transit 
traffic an arbitrary estimate of $10,00 per ton has seemed reasonable. 


Qntario: The Traffic Reports show in~transit traffic of 13,828,247 tons 
for 1929. Of this it appears that the C.N.R. carries approximately 2,500,000 tons. 
The rest of the traffic was carried by American owned or leased lines, principally 
by (a) Wabash Railway, (b) Pere Marquette, (c) Canada Southern or Michigan Central. 
These American lines have running rights and leases on the Canadian National, but 
since the revenues received from American shippers are almost entirely spent in 
Canada in the form of operating expenses, we are justified in including these earn- 
ings in the general category of Canadian freight receipts from in-transit traffic. 


As a basis for our estimate we use therefore, the statistics published 
in the Traffic Report relating to the total operating expenses of U.S.A. lines in 
Canada, from which we have abstracted those dealing with the three lines referred 
to (which together constitutes 90% of the total of such expenses). Details are 
shown overleaf. 


A deduction must be made from tis total to allow for freight receipts 
derived from traffic originating in Canada, which is not in-transit traffic, and, 
therefore, does not merit inclusion as a redeipt Chargeable to foreigners. 


Analysis of the reports dealing with freight carried by American- leased 
railways in Canada shows that over the years 1926-28, approximately 70% of the 
traffic originated in the United States. That proportion, then,of the total operat- 
ing expenses is appropriated as a freight receipt by Canada. 


Transit Traffic on the C.N.R. 


Statistics in the possession of the Bureau show that the C.N.R. carries 
itself approximately 2,500,000 tons of in-transit traffic in Ontario. (See table 
overleaf). This consists of commodities moving in bond from Chicago and the West 
generally, to Detroit and Sarnia, thence through Ontario to Buffalo, or through to 
Montreal (1/6 of the traffic) for shipment abroad. These commodities include mainly 
grains, flour, fruits and vegetables, dressed meats and packing house products, 
anthracite, ores and timber (see Traffic Report - Ontario Section). The average 
length of haul is about 300 miles. The average earnings of all Canadian railways 
or revenue freight in 1929 was 1.09 cents per ton mile, or say approximately $3.00 
per ton for this particular haul. This flat rate is therefore applied to the 
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tonnage carried. Appended below are the details relating to the in-transit traffic 
and the estimates of receipts for inclusion in the balance of payments, computed 
by the methods referred to, 


IN- TRANSIT TRAFFIC 
(Canadian and U.S.A. Leased Lines in dahada) 
Ot al 


1926 | 1927 1928 | 1929 } 1930 
et pee ere ee | : 

| : ons, 
Nova Scotia | U71 1,49? | 1,949 | 2,204 2,129 
New Brunswick PID oe te ON. ae | 323.681; 475,194 488, 4UU5 
Quebee | 1,700, 762 | 2,056,957 | 2.269.459 | 2,379,078 | 1,374,737 
Ontario , 12,894,420 | 13,391,022 Brite 13,828,247 | 11,038,602 
Manitoba Mg 960 | 1,113 8hO 4Ol 234 
Saskatchewan 14,713 16,566 15,319 18,475 10,289 
British Columbia 291,027 , 279,160 301,601 189,136 


Total tonnage 


Portion carried by 
C.NiR. in Ontario 9034633 


15,201,374 | 16,131,481 | 16,826,459 | 17,005,200 | 13,103,572 


2,427,373 | 2,224,211 | 2,500,000 | 2,500,000 


TOTAL OPERATING EXPANSES U.S.A. LINES IN CANADA 


Ganihda Southern $ 14,340,865 $15,853,171: $14, 229,337 $15,248,455 '$22,615,200 


Pere Marquette, | 3,060,500) 3.118,938|. 3,121,628 13,270,152 |. 2,957,892 


(Other U.S- railways | | 
in Canada negligible). | | 


eiokae: (Pe ce. wes! . 22,604,381 22,U31,U08 23,079,117 | 24,331,030 20,666,576 


Wabash (in Canada)  , 5,203,016! 5,459,299; 5.728,102 | 5,812,423 | 5,093,484 
| | r ‘ 


ESTIMATES OF FREIGHT RECEIPTS QN IN-TRANSIT 


TRAFFIC 
New Brumswick. eae | he | 
(at $1 per ton) : $ 300,000 ; $ 400,000; $ 400,000! $ 500,000! $ 500,000 
“Quebec (at approx- ; 
imately $1 per ton) | 1,700,000 


British Colurbia (at 
approximately $10 
per ton.) 
Ontario (earried by 
C.N.R. at approx- 


| | 
imately $3 per ton) ' 2,700,000 


aati 1,900,000 


| 
2,009 ,000 oan 2,400,000} 1,400,000 
3,100,000 | 


74200,000 6,700,000 7,500,000 | 7,500,000 


\ 
! 


U.S.A. - leased lines 
in Canada (at 70% of 
operating expenses) 


15,800,000 | 15.700,000! 16,200,000 | 17,000,000} 14,500,000 


Total estimated receipts ; | 
from in-transit traffic | 23,600,000 | 27.70° “09 | 28,400,000 | 30,400,000 ; 25,800,000 


Hy 


2 ee 


Addendum - CANADIAN RAILP DS 0.7 N_ TED UNITED sTaTEs 


The chief lines owned end srerated br Uomadian railway companies in the 
United States are: 


l. New England. 

re Central Vermont. 

iy Grand Trunk Western Lines. 

4, Duluth, Winnipeg and Pacific. 


Basily the most profitable of these lines is the G.T.W., which covers 
the most- densely populated area of the State of Michigan (Chicago and Grand Haven to 
Sarnia). Commodities passing from Chicsg) district into Canada, and lake traffic 
unloaded at Grand Haven, traverse this route. The receipts on these lines,. earned 
in U.S., may be taken as expended in the United States, so that it is not necessary 
to estimate the value of this item for inclusion in the invisible freight receipts. 
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It appears that the net receipts transferred to Canada are very small and are amply 
covered in our separate statement of interest receipts and payments. ‘this case; of 
Course, is not quite analagous with that of Canadian lines leased by American rail- 
Ways. The Canadian National own the U.S. lines outright and separate statistics 
are available. American railways in Canada are leased lines, the operating expenses 
incurred in Canada are paid largely by American shippers, ahd it is neither correct 
nor practicable to include these receipts as "interest payments", 


SUMMARY TABLE OF INVISIBIS FRIGHT PYCEIPTS AND PAYMENTS 


———$ 


1926 - 1930 
(Thousands of Dollars) 
Menara en nist a Te oe : 1 i t 


ft GR ty WARM il MOB a dc ABO Le agRG 


Inland freight receipts | 

(an non-grain exports) | 

Inland freight receipts 
from grain exports (net) | L893 

| 

| 


“2? 
oO 
— 
fH 


| | 
Wk,O16 ; W120 | 43,234 | 34,552 
| 


epee Sung: Nt. (Ging 2,696 1,463 
Inland freight receipts | 
from in-transit traffic 23,600 | 28,300 28,400 30,400 25 ,800 


{ 


73,134 77,142 76,170 76,230 61,815 


Total rail receipts 


Earned by Canadian Ships on | 


J 
| | 

exports | 15,580 ! 12,684 : 12,096 | 9,311 | 7,000 
Jig: 9 ala “da Ps S871) 89,826) | 88,266.) 1 Bh y5hr 68,815 


eee 


PAYMENTS 


On imports - to U.S. rhilways 74,950 734850 
Oh imports - to British and | 

| 

| 


| ’ | ae 
| 1. Shel ogy ae | 67,430 
| ! | ne 

foreign ships | 28,739 33.116 | 32,167 | 38,213. 32,000 


On imports - on acéotint of 
2,599 2,174 1,995 1,890 1,478 
| 


o¢ean imports via th$sA. 
Veter kis, Dots, | 106,283 | 109, 140 115,433 | 130, 355 | 100,908 
ud ie i ee 


TOURIST EXPENDITURES 


The estimates of the sums transferred internationally on account of the 

_ tourist traffic are published annually by the Bureau in a bulletin entitled "The 
Tourist Trade of Canada". The most recent bulletin, released in June 1931, contains 
the result of a more elaborate survey carried through in 1930 with the collaboration 
of the U.S. Department of Commerce, as to the expenditures of American tourists enter- 
ing Canada by automobile. ‘the effect of this inductive enquiry has been to reduce 
slightly the estimates of the expenditures of tourists from other countries in Canada, 
and to increase slightly the estimates of expenditures of Canadian tourists abroad. 


As was to be expected, in view of the economic depression with its dual 
consequence of declining incomes and reduced prices, the gross total of the tourist 
trade in 1930 showed a decline on the 1929 estimates. Thus, the estimated expenditures 
of foreign tourists in Canada declined from $309,379,000 in 1929 to $279 ,238,000 in 
1930. It is quite possible that in 1930 some American tourists who, in more prosperous 
times might have gone overseas,were diverted to Canada, attracted by the relative 
cheapness of an automobile holiday in this country, This factor may explain tho 
comparatively slight decline of less than 10% in Canada's income from the tourist trade. 
Of course, it must be remembered that util 1970 the volume of forcign visitors 
(particularly from the U.S.) had been steadily increasing as a knowledge of the advant- 
ages of a Canadian holiday become more widespread. 


: The three groups of Canadian tourist abroad--those leaving via ocean ports, 
those crossing into the U.S. by automovile and those entering the U.S. by rail or 
Steamer-~each showed a reduced expenditure in 1930. ‘The total import of foreign 
tourist services, in other words, declined from $121,645,000 in 1929 to $113,292,000 
in 1930. 


Although the estimates made in the bulletin referred to have been incorpo 


ated without alteration in the Balance of Payments, it must be pointed out that certain © 
assumptions thereby involved require explanation. 
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other hand, it is possible that the estimated average 
seas tourists is already too high since it is arrived 
spent by Canadians abroad (for which the questionnaire method has already yielded satis- 
vactory results)--which sums include steamship expenses. On baiance, it is believed that 
vhis "credit" estimate is slightly higher than the facts warrant. 


(2) The estimate of the expenditures abroad of Canadian overseas tourists takes 
nto account the purchase of Steamship tickets. In so far as Canadian Steamship Companies 
notably the C.P.R.) carry a good deal of this passenger traffic no international trans- 
tion takes place and the "debit" estimate is too high by that amount. 


It has seemed’ reasonable, therefore, to assume that these two defects in 

he estimates involve exactly counterbalancing errors, and since they concern only the ocean 
ourist traffic, we do not expect them to make any appreciable difference in the net tourist 
stimates, in which the Canada~ U.S.A. boundary movement is predominent, For this latter 
raffic it is believed that the estimates are reasonably accurate, and we therefore carry 

he estimates. already published into the balance of payments without adjustment, Those in- 


erested in the methods used in the computation of tourist expenditures are referred to the 
ulletin mentioned previously. 


RECEIPTS AND PAYMENTS OF INTEREST AND DIVIDENDS 
—_ ee VS eee AND DIVIDENDS 


For a country like Canada which is, on balance, a large debtor nation on 
iternational account, the interest and dividend payments remitted abroad annually are 
2rrespondingly important, and occupy a prominent position in her international transactions. 
‘ter tourist expenditures the gross movement of funds on account of interest and dividends 
3 the greatest of the invisible transfers. A good deal of attention, therefore, has been 
-ven to the problems involved in making the calculation of the amount of funds remitted and 
»ceived annually in the form of interest on foreign investments and it is believed that the 


"vised estimates shown in the Summary Balance of Payments are more accurate than those 
‘eviously published. 


More information has recently become available, the effect of which is*to 
quire a downward revision in previous estimates of the international interest receipts 
d payments. The nature of such information is shom in the discussion of the methods of 
timate used. Briefly speaking, it has been proved that some of the earlier estimates 
_the total foreign investments in Canada were invalid and, more important from the point 

view of the balance of payments, the Computed rate of interest paid on foreign invest- 
nts in Canada has hitherto been placed at too high a figure. 


The table below incorporates the revised estimates of foreign (British, 
S.A. and other countries) investments in Canada. ‘The totals shown as at the beginning of 
ch of the years 1926-29 do not differ greatly from those shom in previous estimates, but 
me of the constituent estimates have been altered for the reasons indicated in the ex 
anations of method given in succeeding pages. 


TABLE I. - Estimated Foreign Investments in Canada, 1926-1930. 
(000's. omitted) 


h gan.1926 |1 gan.1927 1 Jan.1929 {2% Jan.1930_ 
ernment Securities (Dominion, te 


ovincial, Municipal) 157,670) 112,190,772! f.1 TOG NNSS 
Llways 424,726 11,439,642 | 1,504,825 
aer Public Utilities(Heat, 


1,184,670 
1,674, 865 


1,179,027 
1,537,924 


mera Tyaction Light & Telephone | 473,625 559,839 593,944 573, 464 628,230 
lp and Paper & Lumber Industries| 368,555 395,956 75 , 343 510,531 520 ,2us 
ling Industry | 212,006 214,606 226,120 273,912 281,600 
tal Industries | BUS 525 5u2 580 54,203 561,966 546,915 
lL Other Industries 451,932 | 452,833 469,348 | 490,469 492,376 
ading Establishments | 191,461 209 ,510 222,563 234,753 250,000 
hance and Insurance 155.906 161, 123 189, 480 192,304 209 ,022 
id and Mortgage | 320,000 | 325,000 334,346 338,029 338,033 
jal Foreign Investment 5,304,406 5,491,859 51758,664 | 5,892,379 6,125,959) 
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: tt should be pointed out that the general principal adopted in compiling the 
above statement is that the total foreign investment in each class of security or enter- 
prise should be considered in terms of the amount of capital 'employed' and not as the 
ar value of the securities represented thereby. In other words, in estimating the amount | - 
of foreign capital invested in the various industrial groups, the method has been to 

take the total amount of capital employed in that group as shown by the annual statistics 

of the Census of Manufactures and to compute the foreign share of such capital in the 

light of the geographical distribution of ownership of capital stock (bonds, preference 

and common stock) in the industry in so far as this factor is know. 


Rate of interest paid _on foreign investments. 


Yor the redson just given, the estimates of the rates of interest earned by 
foreigners on their investments in Canada must be calculated as a return on the capital 
employed, and not upon the nominal value of such investments. In most cases the rate of 
interest paid on the capital employed proves to be somewhat lower than that paid on the 
subscribed or nominal cdpital, which will occur in all those cases where companies have 
increased their capital equipment by putting aside money out of profits to acquire further 
assets or to build up reserves. 


To assist in the calculation of a weighted average interest rate applicable 
to the sum total of foreign investments, it has been possible to take a number of very 
extensive samples relating to the 1929 operations of a good proportion of the firms in 
each of the groups of public utilities (other than railways), pulp, paper and wood, mining, 
metal, and !all other! industries. Previous estimates of interest rates have been re- 
vised on the basis of these results. 


Interest and Dividend Rates estimated as paid on Foreign 
Investments in Canada, 1926-1930 


———————— ns ae 


O26 aearioet 1928 1929 | 1930 


i 

ij 
On Government Securities | 4.50 453 Leg 4.38 
‘Railways | 4.08 4,08 Ty Oy 4,08 
Other Public Utilitied 3.48 3.06 2.93 3414 
Pulp & Paper, and Lutiber 2645 1.98 2.89 2492 
Mining ? 3345 + P9295 Ay 42k 
Metal Industries 3.53 3.87 He 47 4,00 
‘All Othet# Industries 5456 6.84 6.70 8.00 
‘Trading fistablishmbnts Uy70 4, 4O 3.40 Tee hy 
Finance and Insurah¢s Bae 5.16 4.96 5.00 
Land and Morteage (ties 4.85 4A 75 7% 

Weighted Average | 4.15 4.18 42h 443 4437 

The net result appears to be that the weighted average interest rates finally 

adopted (and shown in the table reproduced above) are much lower than those used hitherto. .- 
‘These rates, which vary between 4.15% and 4.37%, are, roughly, a full percent lower than 


previous estimates, and their adoption as the basis for this important calculation would 
‘seem to require some explanation. This is easily given; the results shown are suppor ted 
“by the conclusion which a process of a priori reasoning would seem to dictate. Thus, 

‘in the first place, it is clear that 63% of the total foreign investments in Canada on the... 
‘first of January, 1930, were in governments] and railway securities, a large percentage 

‘of whfich consists of bonds which pay interest at a relatively low and stable rate. 
Actually, the total amount of foreign investment in fixed interest bearing securities 

‘will c:ionstitute an even higher percentage of total foreign investments, though the exact 


/figure is not known. 


{ In the second place, the computed average interest paid is calculated as a 
/porcenttage of the capital employed in the various industrial groups and will, as suggested 
above, necessarily be lower than the rates paid on capitalisation, the more familiar 

/ connotation. 


Taken together, these two factors would support the use of a series of com- 
puted average interest rates, which are both low and stable, showing little evidence of 
the fluctuating profits which have been typical of common stock investments in Canada in 
the last five years. 


The estimated amounts of interest paid annually on foreign investments in 
| Canada 1926-30 have, therefore, been reduced by sums varying roughly from $20 = 50 millions’ 
| in conformity with the argument stated. A further slight adjustment has been made to take 
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account of the interest paid on half the net annual addition to the foreign investments 
jin Canada during the course of each of the years under review, 


| The following pages are submitted in explanation of the methods by which 
the various totals of foreign investment in Canada and the rates of interest and dividends - 
paid thereon, have been estimated. 


Government Securities (Dominion, Provincial and Municipal) 


The Public Accounts of Canada record the amoumt of funded debt payable in 
Jondon, New York and Canada as at the close of each fiscal year. The amounts outstanding 
for London and New York provide a rough basis for the estimate of the British and American 
investments in this type of security. Some adjustment, however, has been made in these 
totals to take accout of the repurchase by Canadians and others of such bonds as mature 
abroad, and of the international movement of the government bonds repayable in Canada. 

The figures, which relate to the fiscal year, are then adjusted to a calendar year basis. 
The details for 1930, given below, indicate the estimated distribution of ownership. 


DOMINION GOVERNMENT FUNDED DEBT 


January 1, 1930 


| 

Estimated: Held in Canada .....i..- ee Bode aA. sil. Giga Detet ss st erat GOneOE pe Cy 
" United States of America ...1....... . shaseig) duktsbeit sean ioiehe’ uence Sap eg LOO 
ee. WiGment Britain... ss‘ sisays Te ce ah oe ep eaiae as, Se EERE OOS 
| ae ER OL ae 
| Total Oc 2 8b 0 0 0 610 0) 60 8 666 6618 $ 2,228,128, 669 


| The bonded indebtedness of the provinces is shown in the Canada Year Book 
‘as at the end of their respective fiscal years, the total for the nine provinces in 1929 
being $819 ,517,036. The British and foreign participation in the total is obtained by 
means of periodical enquiries at the Provincial Governments, and by reference to new 
flotations as they occur. 


| 
| PROVINCIAL GOVERNMENTS FUNDED DEBT 


nc 


Estimated: Held in Canada evovsssvcceeccceseibbvvscssbsvcsevonrcccees $ 471,976,816 
n" " United States of eidiog!! PRT ERY OES oC ia) CMR he POR eaL Tau. 
ee Ne aeane Br tain. heed cae Uk VP aaet ob Poe eos Se aee alo se Cen iee 63,279 ,807 
" Blaecwhere s Vrs ees o peigag Hees Date 2 Se OU kG Se ohne: | Yemergta GOO 

$ 


820,790,407 


Total oreseesooe oe eeoeeeer eo oe 


The total bonded indebtedness of all classes of municipalities are similarly 
Collated by the Finance Branch of the Dominion Bureau of Statistics and repreduced in 
the Yeat Book. For 1929 the total was $1,135,022,889. ‘An extensive enquiry amongst the 
“monicipal authorities of Canada relating to the years 1929 and 1930 disclosed the fact 
that the proportion of municipal securities owmed outside Canada was considerably less 
than that hitherto adopted in making these estimates. Estimates as to the total of 
foreign investments in Government Securities previous to 1930 therefore appear in the 
current table in a revised form, the reduction being approximately $130 millions in the 


totals for cach of the years 1926-29. 
MUNICIPAL GOVERNMENTS BONDED INDEBTEDNESS 
January 1, 1930 
7731462 033 


Estimated: Held in Canada @seenevee782 827806 p@eoeoeove eee oo rete eoe reso eestor ereere Ho @ $ : 
" " United States of America .-seeccececceceacvsoeseoes § 165,372,146 
i" eee ale athe one ch pun ce he ca eer tte aenenet oe 142,598, 44u 
" Elsewhere oof @e we © @ Ore 9 ow 0 050 oo © 48 Ce © ecocveeeveoevnereeee ee & $ 5,959,815 
pea vin to be O) Weed Mehta ol LOB eSea et 3e 


The estimated foreign investments in all forms of Government Securities 
of Canada is, therefore, $1,184,669,758 as at January 1, 1930, compared with $1,179,027,- _ 
051 for January 1, 19¢9, and these totals are carried into the table. Working back from 
the 1929 estimate, the increases or decreases in foreign investments in this field as 
computed at the time can be used to obtain the totals for previous years which are as 


shown in the table. 


Estimated Rate of Interest paid _on Government Securities. 
The Public Accounts record the amounts of funded debt payable in London and 
New York, together with the interest payable thereon, which can be computed as a percentage 
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of the principal of the debt for each of the years in question. 


The average rate paid on the total bonded debt of the provinces is derived 


from the statistics (reproduced in the Year Book) of total debt and total interest due 
thereon for each fiscal year. 


; The average rate paid on the bonded indebtedness of municipalities ig taken 
bo be the computed average shown by a small number of cities for which the financial 
statements record this information, 


Finally, the three averages computed as above were combined into one weighted 
werage for each af the years 1926-30, the results being: 1926, 4.50%; 1927, 4.5343 

928, 4.49%; 1929, Liusd; 1930, 4.38%. The seemingly low averages derived by this method 
is Sapa terms of the large volume still outstanding of Dominion bonds at 3 

md 35%- : 


lailways 


In accordance with the interpretation of the term tcapital invested’ adopted 
or these estimates, the basic data for the estimate of foreign investment in Canadian 
‘ailways is the total shown in the Steam Railway Statistics of Canada under the heading 


investments in road and equipment! and not that of the par value of the stécks and 
onds outstanding. 


| From this figure, which is published annually, are deducted: (1) an amount 
qual to the bonds issued by Provincial Governments on account of grants to railways, 

nm order to avoid a duplication of this investment, and! (2) an amount approwimatdly equal 
© the investment in the United States portion of Canadian lines, this being considered 
S an investment abroad of Canadian railways: These deductions made, we have a figure 


hich represents the net amount invested in Canadian railways and not duplicated else- 
here in the statistics of capital. 


nately as follows: -U.S.A., $104,691,000; Great Britain, $28,000,000; Other Countries, 
4,250,000; Total, $136,941,000. 

ji This accretion, added to the foreign investment as at the first of January, 

929, of $1,537,924,000 gives an estimate for the first of Janwary, 1930, of $1, 674,865,000. 


By comparison, the total capital invested in Canadian railways as at the first 
' January, 1930, is calculated for this purpose, as follows: 

H 

Total (31 Dec. 1929) as per Steam Railway Statistics ,.......eb+0s $33153, 350,000 
Deduct for provincial duplications, approximately ......seseccsees 100, 000,000 
pecuet for U.S. portion of lines, approximately ..sisesncsoccciced | 112,000,000 


Total Ceoeetbe ese estate etstseesevseseveteoe $2,941, 350,000 


The non—Canadian portion of this total equals $1,674,865,000 or 56.9%, as 
mmpared.with 53% on the first of January, 1929. 


terest paid on Railway Securities. 
The Statistics of Steam Railways show both the capitalization of Canadian 
\ilways and, wmder Income Account, the amounts paid as interest on funded debt and - 
widends, the total of which can be computed as a percentage of capitalizdtions Since 
le capitalization of railways is higher than the capital invested by approximately 20%, 
l@ rate of interest actually paid on capital invested must be increased by 20% of that 
mmuted as paid on capitalization, the results being as. shom in the Summary Table. 


her Public Utilities. 


This. item comprises Traction, Light, Heat, Power and other forms of electrical 
blic utility companies, Belephones, and an estimate of capita] employed in public 
ilities for which complete statistics are not available, such as natural and fuel gas 
Mpanies, together with electric stations other than central electric. 


It will be observed that the estimatessof foreign investments shown in the 
ble are higher (by approximately $120 millions) than those previously published by the 
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ureau, the explanation being that an enquiry amonge’ public utility companies in 1930 
evealed the fact that the non-Canadian swersnip of capital appears to be approximately 
3% of the total, a somewhat higher proportion than was formerly estimated. The method 
f estimating the foreign investments as at the beginning of earlier years was to take 
he estimate of foreign investment for the first of January, 1930, (computed below) and 
o make adjustments for the net loss or acc:etion which occurred in previous years by 
eason of foreign purchase or sale of investments in this group. 


. Total investments in public utilities as at the beginning of 1930 are as 
ollows: in Central Electric Stations $1,055 mijiions (Gensus of Industry) to which 
s added 10% to take into account stations other than central electric; in electric 
ailways, etc., $240 millions (Electric Railway statistics): in telephone $235 millions 
Telephone Statistics of Canada); in public utilities not recorded - gas, etc., a rough 
stimate of $25 millions; total $1,461 mill‘ons, of which the nom-Canadian share of 
3% amounts to $628,230,000. 


Working back from this estimate, the subtraction or addition of the 
stimated net increments and losses in fureign investments in this class during the 
revious years gives the revised estimates of foreign investments as shown in the 
umary table. 


istimated Average Rate of Interest paid. 


| An enquiry recently addressed to a number of miscellaneous public utility 
ompanieS elicited the information that in 1929, 40 of such concerns (including the 
on-interest or non-dividend paying companies) paid interest and dividends of 

$17,547 ,089 on a total capital employed of $587,697,362, which gives a weighted average 
if 2.93%. A smaller sample of 16 companies, the annuai statements of which are available 
lack to 1926, was taken in order to get the trend of ‘nterest rates, and the 1929 figure 
las used as a basis for a calculation for other years. The rates so derived are shown 


mm the summary table. 


milp, Paper and Lumber Industries. 


The estimates of foreign investments in this group of industries for 1926-29 
‘shown in the table) have been revised to take into account the fact that the previous 
issumptions as to the distribution of omership of capital were invalid, the amounts of 
jon-Canadian capital invested being less each year, by roughly $100 millions, than was 
»stimated. An extensive enquiry addressed to companies in this group in 1930 brought 
mat the fact that the non-Canadian ownership of stocks and bends was approximately only 
§8% of the total of such capital in the+ year. 


The basic data as to the total employed. in the pulp, paper and lumber in- 
ustries is given in the annual Census of Manufactures, the figure for the wood and 
paper sroup being $1, 152,000,000 on the first of January, 1930. To this is added an 
estimate of $167 millions as the amowmt of capital employed in logging (complete 
statistics are not available) and $50 millions as the amount of capital invested in 
timber limits, giving a total of $1,369,075,000 for the whole group. The se estimates 
for logging and timber limites, especially the latter, are somewhat arbitrary, and for 
that reason are very conservative. 


The foreign investment in this group of industries, therefore, being 38% 
af the total capital employed, is estimated at $520 ,248 ,000 as on the first of January, 
rears are obtained by adjusting this figure in 


1930, and the estimates for previous ye 
accordance with the estimated movements of international capital in this industrial group 


during each previous year. The results are shown in the Summary Table. 


\ : 
Estimated Average Rates of Interest “aid. 


A recent enquiry addressed to a large number of pulp, paper and wood product 
industries elicited the fact that in 1929, 124 concerns paid interest and dividends of 


$6,622,459 on a total capital employed of sel 582,736, giving a weighted average rate 
of 2.72%. A smaller sampling was made of ll of the larger corporations whose financial 
Statements are available back to 1926 in order to discover the trend of interest rates, 
the averages so obtained being revised in accordance with the more accurate estimate for 
1929. ‘The rates thus computed (see table) are admittedly low (and considerably lower 
than those previously adopted as a result of a less satisfactory sampling) but are not 
unexpected in an industry which is particularly over-capitalized, and which has been 
passing through a difficult period in iis development. 
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‘Mining and Mineral Industries. 


The figures relating to capital employed in this group are taken from the 
annual reports on Mineral Production of Canada, published by the Bureau. The group in- 
Cludes, inter alia, metal and non-metal mining industries, clay products and other 
structural materials, and non-ferrous metal smelting and refining industries, The ex- 
planation of the inclusion of these non-mining operations lies in the difficulty of 
distinguishing between the Capital employed in the actual mining activities and the 
processing operations of the same concern. 


Yurthermore, certain statistics (of capital employed) included wider mining 
are duplicated by inclusion in the similar statistics of the Census of Manufactures 
wnich are used in other se¢tions. To avoid this error they have been deducted from the 
total of capital employed in the metal industry group. 


The capital employed in the mining industry on the first of January, 1930, 
is shown in the annual report on mining (as Dec. 31, 1929) at $867,021,000. ‘his in- 
cludes capital employed in all operating mines in the Dominion and excludes non-oper- 
ating mines, holdings of mineral rights, and capital employed for prospecting and ex- 
ploration. As estimated of $13,000,000 has been added to the $867,000,000 to cover 
these excluded items. [It was felt that since such activities often repredent capital 
eos trent from abroad in Canada, any statement of capital investments should make 
‘some allowance for then. 
| An extensi's enquiry conducted in 1930-31 amongst mining companies in- 
dicated that the British and foreign share of capital owmmership was 32% or $281,600,000 
* of a total,at thé above date,of $880,000,000. 


Interest paid on Capital Bmployed in Mining. 


| For 1929, 175 concerns were sampled. On a total capital employed of 
$329,178,115, they paid interest and dividends of $13,441,935, which is an average of 
1084. Only 40 of these paid any interest or dividends, but the figures of the more 
profitable undertakings bring up the average. A sampling of 9 dividend paying mines 
(the largest) for which annual figures are available back to 1926 is used to obtain 
cs is assumed to bé the trend of interest rates for the whole industry. Revising 
these rates on the basis of the more accurate estimate for 1929, results are given 

as shown in the table. 


Metal Industries. 


The statistics of total capital employed in the metal industries are taken 
from the Annual Census of Manufactures. 


The table below indicates the groups which make up the item "metal in- 
dustries", and the capital employed. 


TABLE A. — METAL INDUSTRIES — TOTAL CAPITAL EMPLOYED 
(§000's omitted) 


1 Jan.1926 |1 Jan.1927 fy Jan.1928 11 Jan.1929 {1 Jen.1930 


on & Steel Products 567,912 597,982 638,915 702,931 754,989 
Non~Ferrous Metals 181,600 | 202,503 | 208,957 2535307 298,721 
omMetallic Minerals 239, "gol; 261,724 |} 280,033 298,693 329, 449 


Total Metal Industries | 989 , 336 |1,062,209 11,127,905 , 1,254,991 {1,383,159 


Included in the above figures are the statistics for capital employed in 
non-ferrous metal smelting and refining (included in non-ferrous metals) and in salt, 
clay products, cement and lime (of the non-metallic mineral group). All these are 
duplicated in the mining and minerals group which has already been treated; hence the 
als below have been subtracted from the totals of capital employed in Table A. 
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TABLE B.- CAPITAL EMPLOYED IN CERTAIY MINING AND MINWRAL INDUSTRIES (STATISTICS 
DUPLI CA TRD RLS EWE HEE } 
(00's omitted) 


EEN UE ERE AE Te UE NT LEO ER, BETTS STR." co Pa momed 
i1 Jan.1926 |1 Jan.1927 | 


: 


Non-Ferrous Metal Smelting | 61,692 | 82,779 | 85.367 | 120,036 146,699 

Salt eee) lage. ees 4 ez 4,576 

Clay Products eis fale |) ee, toe i 30,498 32,473 34, 190 

Cement |) sejos2 |} ln.3e0 «1 fo, 509 W679 | 50,882 

Lime ad a 5 226 6,200 6,952 “7,405 
Total 135,253 | 159,920 | 165,709 I 


For our purposes, therefore, the capital empioyed in the metal industries, 
Meking allowance for duplications elsewnere, is for 1926-30 as follows: 


TOTAL CAPITAL EMPLOYED - METAL INDUSTRIES 


1926 $927, 1926 we?) 1930 
854,083 G02 , 289 962,196 1,043,428 1,139,407 


fo compute the foreign share in the ownership of capital employed, the figures 

bor the first of January, 1930, are taken as a starting point. A very wide sampling 
amongst iron, steel and other metal firms established the estimate of 48% as the amount 
of British and foreign investment on that date, as shom by the distribution of capital 
stock. On this basis, the foreign investments in the metal industries are therefore 
estimated at $546,915,000 as on Peers! 1, 1930. Working back from this date, the 
estimated increases or decreases in fore*en investment in this group are used to obtain 
the amount of foreign capital invested as at the boginning of preceding years. The 
estimates obtained by this method are as shown in the table of foreign investments. 


These results are considerably higher (by at least $200 millions for each 
year) than the estimates already published, ‘the prin ncipal reason for this is that the 
starting point for the original estimates was capitalization plus an allowance for the 
estimated difference between capitalization and cenital employed. Recent investigations 
prove the allowance to have been much too smail. ‘he comprehensive investigation con- 
ducted in 1940-31 enables a more accurate estimate to be made. 


Estimated Rates of interest: paid on Gapvital “Smployed_in Metal Industries. 


A sampling of 142 concerns was conducted as for the year 1929. On a total 
amount of capital employed of $276,499 4199. these firms paid interest and dividends 
ir $11, uu7.4u79, which is an average rate of 4Ye1us. The trend for the whole period was 
obtained by a small sampling of 1h larger metal concerns the earlier statements of 
which were available, dividends and interest paid being calculated as a percentage of 
total assets. 


Using the rates obtained by this sampling, and adjusting them on the basis 
of the estimate for 1930 of 4.1U%, the averages were obtained as shown in the table. 


All Other Industries. 


The total amount of capital employed in this group, as shown in the Census 
of Manufactures, is as follows: 


( 000's omitted) 


ivanss926 “alah lyeyen) i Jans toes Zz an.1929 | 1 Jan.1930 
Vegetable Products | 439.491 | Wg 259 | you, 176 | 531,919 | 569,065 
Animal Products iSnnerO,015 pyahe23 939%. 2 Sew i AUR eROatie ells, B25 
Textiles WOR 760 gee 75. | | 346,512 | 305,fel |. 9854154 
Chemiaals dee lity Fa oy A." 136,619 13,940 | 165 , 887 
Miscellaneous Lee tOmeece |, Wane R670 ion “MATS <0 fs Ng eas 130,118 


Total |1,185,047 + 1,233,550. | 1,319)! 509 | «1,409,733 | 1,492,049 
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A wide sampling by questionnaire amongst this group of industries established 
she estimate of 33% as the approximate amount of British and foreign omership at the 
yeginning of 1930, as shy™ by the distribution of capital stock. On this basis the 
jritish and foreign investments in all other industries are represented by $2,376,000 
mut of the total capital employed of $1,492,049,000 on the first of January, 1930. 


Forking back from this date, the estimated increases or decreages in foreign 
investments in this group in each previous year have been applied to this basic estimate 
in order to obtain the amounts outstanding as at the beginning of previous years. 


Average Bate of interest paid 1926-30. 


| For 1929, 147 returns from companies were sampled, On a total capital 
employed of $203,413,354 they paid interest and dividends totalling $15,176,693, Being 
an average of 7.46%, To obtain the corresponding rates for previous years back +o 

1926, and for 1930, an examination was made of the financial statements of 22 of the 
larger “all other corporations, and total dividends and interest paid was worked out 

as a percentage of the total assets. The rates so derived gave the trend, and adjust- 
ing these on the basis that 1929 = 746% the average rates were computed as shown in the 


table. 


[rading Establishments. 

} Total capital employed in this group of enterprises was shown by the Census 
of Trading Establishments in 1924 to have been $1,580,124,000, On the basis of the 
answers given at the time in respect to distribution of ownership of capital stock, 

it was estimated that British and foreign investment in this group was approximately 
9% of the total investment. 


For the first of January, 1930, the total capital employed is believed to 
Ihave been in the neighbourhood of $2,000,000,000 and the British and foreign share 
of this. to have been approximately $250,000,000 or 123%. This estimate, together with 
those for intermediate years, has been made by calculating the net annual increment in 
foreign investment in this field from what information was available ,but it has not been 
possible to check the results by means of independent estimates derived by taking agreed 


percentages of the total Capital employed. 


| The Census of Trading Establishments now being conducted in connection with 
the decennial census of 1931 will make available more accurate statistics both of the 
total capital employed and of the international distribution of ownership. 


Averace Rate of interest paid. 


The balance sheets and revenue accounts of important trading companies for 
which information back to 1926 is available, were examined’ and the total sum paid in 


‘interest and dividends in each year were expressed as a percentage of the total capital . 


‘invested in that group of concerns, The rates so derived are entered in the table. It 
may be criticized that this method of estimating interest rates ignores the fact that 
‘the large majority of trading establishments are not incorporated companies such as those 
of which the eample is composed. This, of course, is true, but the probability is that 
‘most of the foreign investments in this field consist of large scale chain stores, etce, 


which usually take the corporate form. 


‘Finance and Insurances 


a . This item includes ba’-s, Canadian and non-Ganadian insurance companies, 
trust companies, investment trusts and other forms of financial institution. Apart from 
banks, trust and insurance companies, no official statistics are available. For banks, 
the term ‘capital employed!, as used in previous sections, is taken to mean *liabilities 
‘to shareholders!, i.e., capital plus reserve funds. On this vasis, the total capital 
‘as at the first of January, 1930, was $301,029,000. Information secured as to the 
‘distribution of ownership of the shares of the chartered banks shows that on the same 
date, 10.12% were held in Great Britain and the Empire, 17.30% in U.S.A. and 1.29% 
elsewhere, a total nomCanadian owmership of 28.71%. This gives a non~Canadian invest- 
Ment in banks of approximately $86,425 ,0006 


the general principle adopted is that 'Ycapital 
abilities excluding capital stock, 
Superintendent of Insurance. 


For insurance companies, 
‘employed! consists of the surplus of assets over a3. 
‘the details of which are published annually by the Dominion 
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The statistics of capital (excess of assets over liabilities) for purely 
Provincial companies are not available in any combined total, but since these companies 
cintrol approximately only 5 to 10% of the fire and 2 to 3% of the life Business, and 
the foreign participation in this more local enterprise is probably small, the problem 
is narrowed down to the field of Dominion licensed companies. 


Adequate statistics are available of the capital employed by beth Canadian 
and non=Canadian companies and the theoretical problem as to the proportion held by 
non-Canadians is decided as follows: 


(1) he capital stock of British and foreign companies licensed to do 
business in Canada is considered as being wholly owned by the 
parent British and foreign companies. 


(2) The capital stock of purely Canadian companies is considered, for 
this purpose, to be wholly owed in Canada. 


These assumptions, of course, are not strictly valid. Investment interest 
in each type of company is international, but in the absence of the details of the 
exact distribution of ownership, which only an elaborate questionnaire can give, it is 
believed that the errors involved in the assumption are mutually counterbalancing and 
the estimates are reasonably eorrect. 


Dominion Insurance Companies, 1 Jan. 1930. 


Capital employed = surplus of assets over liabilities excluding capital stock. 


ire British Companies $ 32,468,833 
Foreign " 25 Pe re NG 

Life British " $ 19,688,473 
Foreign ui 26,816,964 


Total British & Foreign capital | 
employed ..cecceseees> $104,513 ,2H7 


For Trust Companies, which, on account of the nature of their transactions, 
are peculiarly provincial institutions, the totals of paid up capital plus reserves 


must be taken for both the Dominion and Provincial Licensed groups. It is assumed for 


this purpose that the non-Canadian ownership of capital bears the same ratio to the — 
total capital as in the case of banks above. Thus, the non-Canadian investment is 
estimated at $18,086,000 out of a total capital employed of approximately $62,994,060. 


The total foreign investment in all financial institutions and insurance 


Companies is therefore estimated at $209,022,000 as at the first of January, 1930. 
Estimates have also been made by this method for previous years back to 1926, and the 


revised figures, which are somewhat higher than the estimates made in previous bulletins, 


are carried into the table. t is necessary, however, to point out that these are 


probably under-estimates by reason of the exclusion of any calculation for other forms 
of financial institution (such as investment trusts) the accounts of which are not yet 
Compuls@rily lodged with government departments. 


Average Rates of interest paid. 


These were obtained by listing for each year, in one column, the total of 


‘Capital plus rest (for banks) and the excess of assets over liabilities excluding 
Capital stock (for all Canadian fire and life insurance companies). ‘This represents 


the capital invested in this group. Im the second column were listed the interest 


and dividends paid by the same banks, and by all Dominion life and fire companies. The 


; 
. 


: 


Sampling for insurance makes use only of the published statistics (summarized in the 


annual reports of the superintendent of insurance) of Canadian companies3 separate 


details of interest and dividends are not available in the case of British and foreign 
companies. The weighted average interest rates derived by this method are shown in 
the table, 


Land and Mortgages. 


Te estimates of foreign capital invested in this field are the most un- 
satisfactory of all by reason of the absolute lack of data and they cannot therefore 
be regarded as much more than an ‘intelligent guess'. The item includes capital in- 
vested in or loaned on land and real estate or invested in land and mortgage companies. 
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+ ex@ludes land or other real estate used for the errerai purposes of business as ia- 
uded in previous items, and timber limits, allowance for which has been made under the 
ulp, paper and lumber section. The esvimates of foreign investments for the first of 
anuary, 1926, were made very arbitrarily on the basis ot the foreign investments in 

oan and trust companies and of the assets in Canada -* the principal British and foreign 
oan and mortgage associations, together vith other miscellaneous data respecting in- 
erests in land acquired by non-Canadians. The esvimate for the first of January, 1930, 
s that out of a total of $563,394,000, the non-Ganadian holdings of land and real estate 
nd loan#made thereon was as follows: British, $189.160,000; U.S.A., $97,960,000; 

ther countries, $50,913,000 or a total non-Sanadian investment in Canada of $338,033,000 
60%). These figures all exclude private cap tal in the form of home-sites, houses and 
arms « 


verage Rate of interest paid. 


| Foreign investment in city lands and other such real estate in many cases 
rings no dnnual income, but on the contrary beers an annual cost in the form of taxes. 
lor this reason, the computed average rate must be lower than that normally paid on 
ortgages. It has seemed reasonable therefore to consider 2s typical the rate of 
nterest earned by the Dominion lean companics on the total assets (and published 
anually vy the Superintendent of fnsurance) since the principal business of these com 
laies is the lending of funds on first mortgage securities, and to take three quarters 
£ this as the average estimated rate returned on all investments in land. 


| CANADIAN INVESTMENTS ABROAD AND INTEREST RECEIVED THEREON 


The estimated sum received annually from Canada's foreign investments is, 
£ course, not so large as the corresponding payménts: to foreigners who have invested 
h Canada, but the present estimate of $88 millions in 1930 is sufficiently large to 

fatrant careful calculation. 


As in the case of the similar payments outwards, the estimated holdings of 
foreign investments by Canadians is treates. as the basic figure, and a computed weighted 
werage interest rate is applied thereto. 

The table below shows the estimated Canadian investments abroad, under the 
farious classifications, as at the beginning of each cniendar year. The first item 
sonsists, of course, of purely short term balances. The estimates under the first four 
neadings are believed to be reasonably accurase since tney are compiled largely from 
official statistics. Direct sadustrial investments abroad by Canadians is arrived at 
oy frequent enquiry of the Canadian corporations who maintain foreign branch plants; but 
the data is insufficient and the estimate is purposely kept low. The miscellaneous 
foreign irivestments of Canadians, quantitatively the most important form of capital 
exports, is a rough estimate, sinte direct information is meagre as to the purchase and 
sale of foréign stocks and bonds by @éonadians on foreign (particularly the New York) 


Stock Ex¢hanges. 


Fi + is hoped that in the near future more information will become available 
and better methods devised for estimating the magnitude of these two latter forms of 
foreign investment. 


| 


ESTIMATED. CANADIAN INVESTMENTS ABROAD, 1926-1930 
| 


; ! he ee 
1 Jan. | igen. 


+ Twain. | igiean. Wiay wh, an. 
| i 1926 BO2T Le | 1928 1929 1930 
Rie to Wt Bedelia tecoecentanetice ; ie ee eae She eines 


anadian government loans and | 


balances abroad | 56,595 LEME 26 | 47, 24h 57,810 46,732 
Foreign balances of Chartered 
| 


ug?,o31 | 260,560 | 238,47 | 187,597 | 97.997 


Banks 


‘Foreign Securities held by Banks | Wee. Weoe! Sej,eer | 95,662 | 67, 363 68,104 
Foreig investments of Insurance | . | 
| Companies | eliesg90° 269,459 | 285,969 | 293,391 | 350,467 
Direct Industrial Investments | | | | 
Abroad | 260,000 | 275,000 | 297,818 | 329,132 | 354,132 
‘Miscellaneous foreign Invest- 

ioe e75,i73 | 368,914 | 613,914 | 803,914 | 863,914 
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The methods, by which the weighted averas2 rate of interest to be applied to 
he estimates of capital invested abroad is computed,ave described in the paragraphs 
low. Here again the estimates must be rather more arbitrary than those adopted for 
he calculation of the per-contra investment, since we arc not abdle to draw upon official 
tatistics to the same extent, nor to make freque use of she questionnaire method of 
btaining samples. 


DIVIDEND AND INTEREST RATES ZSTIMATHD AS REGRIVED ON 


toms ° eh erew ern — ——_——. 


CANADA'S FOREIGN INVESTMENTS 

ta, ian tan. ik Saas ath ee Ce ee eT ; = 
a Datatype i " ! 
1926°° 1927" gag, SP * | | 


anadian Government loans and balances + 3.47 


! 


i 


| Us51l | 3.85 
oreign balances of Chartered Banks neleso tntekeoe e4iG lou 
oreign Securities held by Banks pt6.10 | 5036) | 553 
oreign Investments of Insurance | 

Companies Ph eToM ey TaN Wl Rebs 
irect Industrial Investments ee cae aN enn oe ie Or 
iscellaneous foreign investments Some Miek si quelle sg 
; ————+- iw Ma yp 
Weighted Average ' Lug : NoGGee | Bean | 


It will be observed that the weighted average rates of interest come out 
ather higher by 30 to 70 points than those estimated as paid on foreign investments 
n Canada. It is, of course, to be expected in general that a higher rate than is paid 
t home is necessary in order to attract Canadian capital abroad. 


The gross movement of interest inwards is calculated by multiplying the 
otal capital investment figure by the computed average interest rate for the correspond- 
ag year, and adding to the product six months! interest cn the total increase or de- 
rease in foreign investments in the succeeding year. 


The following paragraphs are submitted in explanation of the methods by 
dich the various items of foreign investment abroad, and the rates of interest earned 


qereon, have been estimated. 


anadian Government credits and balances abroad. 


This item comprises the amount outstanding on account of loans made by 

anada, to foreign governments, during and after the war, and the belances kept by the 
minion Government in banks in New York and London. ‘The details are abstracted from 

te Public Accounts, which show approximately $7 millions owing by Greece, $24 millions 
ving by Roumania, and balances in New York to the extent of $29 millions, as at the 

id of the fiscal year, March 1930. These statistics have been reduced to a calendar 

sar basis for inclusion in the statement of foreign investments. Interest received on 
reign loans (together with some repayment of principal) *“s shown in the Public Accounts, 
id the earnings on the Government bank balances abroad estimated at $500,000 annually. 


The average rate of interest shorm in the table is then derived by com 
wring actual interest received with the capital sum in each year. 


ulances of Chartered Banks abroad. 


| This item is calculated from the end of the year returns published by the 
lartered Banks and consists of the difference between the assets and liabilities abroad 
all Canadian Banks for the stated dates. The details for the 3lst of December, 1929, 
say, lst Jan. 1930) are appended. 

. 


(000? s omitted) 


Foreign Assets ¥oreisn Liabilities 
xe from Banks in U.K. $ 5,199 i Deposi*s outside Canada $uui1 ,622 
" n elsewhere 96,453 , Due to Banks in U.Z. 26,729 
tll and short-loans ovtside rt =" elsewhere 81,2544 
| Canada 245,172 H 
sher current loans and i 
liscounts outside Canada 250,638 i OS ¢ SEMA 
Total earning assets 597,462 549 , 605 
mM=earning assets -i.e.U.S. & 1 Bxcess of assets over 
ther foreign currencies ___ 50,140 i liabilities 97,997 
ON ea Se 647 , 602 ; MeL Geeta oy obine Oe 647 , 602 
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: It may be argued that the interest which Canadian banks receive on their 
foreign loans and which they pay on their foreign deposits have no place in the balance 
f international payments in so far as they will probably remain on deposit abroad in 
the one case, and be paid out of non-Canadian profits on the other--that no international 
‘ransactions are involved. 


The same problem has already been discussed in the section devoted to the 
sammings of Canadian insurance companies abroad. In this particular case the justifi- 
sation for including the bank earnings is the same--we cout the increase in the foreign 
ussets of Canadian banks as an increase in foreign investments, as an export of Canadian 
rapital (if we include this item in the balance of payments). In so far as this in- 
srease of assets was made as a result of foreign earnings, it is not really an export 
xf Canadian capital; hence we compute the net interest earnings and count them as an 
import of funds in the balance of payments so as to compensate. 


: 


istimatel Rate of interest received. 


In order to preserve a uniform method of calculating the interest received 
yn foreign investments, it becomes necessary to apply a computed average rate to the 
figure which represents the net foreign investment, i.e., excess of foreign assets 

over foreign liabilities plus half the increase or decrease that total in the succeed~ 
ing year. A glance at the table above, however, makes it abundantly clear that, in the 
first place, not all the assets can be said to earn revenue, i-e., foreign coin and 
currency held, and secondly, that the call and other loans outside Canada will earn a 
considerably higher rate of interest than must be paid on deposits, so that it will not 
be correct to apply some average lending rate to the net surplus of assets abroad with- 
out adjustment and explanation. It has been possible, however, to make a reasonably 
satisfactory calculation as to what the net interest receipts would be, for each of the 
five years in question, the method being, briefly, to use the annual averages as shown 
in the Year Book instead of the year end statistics and to estimate the probable in- 
torest paid or received on each item in the accounts. The details of this calculation 
are available in this Bureau to those interested. 


The difference between total interest payments (on liabilities as defined 
above) and total interest receipts (on assets) gave the estimated annual earnings of 
Ganadian banks on their surplus of assets abroad. The results were found to be very 
little different from what would have been obtained by applying a flat rate (that 
charged on call loan renewals in N.Y.) to the net surplus of assets shown at the end 
of each year plus half the increase or decrease in the succeeding year. In order, 
therefore, to keep the general symmetry of method we have adopted this more simple de- 
‘vice. The rates used are as shown in the table. 


NON-CANADIAN SECURITIES HELD BY CANADIAN BANKS 


NODN=UAN AU AN DN ete SS 


Foreign investments of the chartered banks are not shown separately in the 
combined monthly statements, but the information has been obtained direct from the 


various institutions. The total foreign investments of all the banks on the first of 
Jamuary, 1930, was $68,105,000, an increase of $742,000 on the 1929 figures. 


Estimated wate of. interest received. 


. Banks are particularly conservative in their investment policy and their 
holdings are largely in government and municipal bonds, “reasury pills and the like, 
much as are the foreign investments of most Canadian Insurance Companies. It has seemed. 
‘reasonable, therefore, to take the computed rate of interest earned by the four largest 
insurance companies on their total investments in bonds, debentures and debenture stocks 
“(domestic and foreign) as being typical of bank investments. This method makes the 
‘fairly reasonable assumptions that the geographical distribution of the foreign invest- 
ments of banks is the same as for the insurance companies, and that the foreign bonds 
‘of the latter bring in she same rate of return as the foreign and domestic bonds. The 
computed rates applicable to foreign investments of banks are shown in the table. 


—$—_-- —_ 


FORBIGN INVESTMENTS OF CANADIAN TNSURANCE COMPANTES 
BS Foreign assets of Canadian companies are abstracted separately from the 
annual statements in the report of the Superintendent of Insurance. It will be noticed 
there that these assets pertain slmoes entirely to Canadian Life Companies, so that a 
slight addition has been made to cover life companies which do not record their foreign 
| assets separately, and the foreign assets of other than life companies. Recent totals 


are as follows: Jan. 1929 Tabs A970 
Foreign assets of Canadian 
Insurance Companies $293 , 391,000 $350, 468,000 
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To compute the rate of interest applicable to these investments we take the 
igure given in Table 21k of the Imsuran ’ .¢ to itotal ledger assets, 
50k value’, ‘This item incivics ali the investaonts of Ganadien companies, in which 
sans on real estate, policy ioans ponds and debentures and stocks predominate. This 
slates to domestic ana foreien investments. Yabie a gives the total of intérest, 


ividends and rent yeceived which can be c ; 
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aicuLlated as a percentage of the relative 
avestments {assets}. ime, the sitter for the year ending the 3lst of becember, 
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reason of the fact that purchases in many cases were made originally for capital 
appreciation,rather than for immediate dividends. At a rough guess, the rates would be 
at least equal to the computed rates paid by Canadian industrial enterprises-(pulp and 
paper, mining, metal, all other) on their capital employed. A Simple average of these 
rates is therefore applied in this case. 


REMITTANCES MADE BY IMMIGRANTS 


A considerable amount of money is mailed by immigrants in Canada to friends 
and relatives abroad. Newly arrived people in the Canadian west begin to repay those 
who assisted them in coming to Canada in the first place and to help bring out others. 
At Christmas the traditional gifts now take the form of money: In the case of a country 
like Canada where so many of its people have family ties abroad some estimate of the 
volume of remittances is necessary for inclusion in the balance of payments. There is, 
of course, a reverse movement of funds from Qanadian emigrants (mainly the U.S.) into 
Canada. 


It has not been possible to obtain any direct information as to the sums 
of money remitted on these counts, It is believed that a large proportion of the 
remittances will be made by the simplest method, that of the Post Office money order. 

- addition, of course, it is certain that remittances are made through the agencies 
of banks and express companies who have developed the business of foreign remittances 
very energetically in re¢ent years, and some currency will be sent through the mail. 
It is impossible even to guess at the volw > of these remittances. 


| For purposes of estimate therefore, we have made the admittedly arbitrary 
assumption that the sums remitted by immigrants through these non Post Office channels 
is equal to the amount of money order remittance arising out of pecuniary transactions 
(small purchases abroad, etc.). That is to say, by this device of substitution, we take 
the totals of Post Officé money order remittances as equivalent to the total sums truns- 
ferred abroad by immigrants in Canada and remitted here by Canadian emigrants abroad. 
The money order statistics are recorded in the Canada Year Book by fisca] year and have 
been adjusted to a calendar year basis, and the results are incorporated in the Summary 
Balance of Payments. The estimates for 1930, for which Post Office statistics are not 
‘yet available, are made tentatively as follows: remitted abroad by immigrants in Qanada, 
| $23 millions; remitted to Canada by Canadian immigrants, $14 millions. 


EXPENDITURES OF GOVERNMRIHS 


: | this item comprises on the ‘debit’ side expenses incurred abroad incidental 
to the operations of Canadian government departments ,end includes, inter alia: The 
Operation of Canailian legations, grants to the League of Nations and other expenses 
cohnected therewith; advertising and exhibition expenditures and the maintenance of 
imnigration and commercial intelligence services abroad. The items are abstracted from 
the relevant sections of the report of the Auditor General and amomted to a total of 
$3,372,000 for the fiscal year ending March, 1930. In addition, the payment of pensions 
|to persons resident in Great Britain, the United States and elsewhere is included in the 
above heading, details being obtained from the Board of Pensions Commissioners for 
Canada. This item accounts for between six and seven million dollars annually, making 
a total 'debit! of $10,379,000 in 1930. Expenditures in Canada by British and foreign 
|governments on account of consular and diplomatic services and the like, and by the 
‘British and other Ministries of Pensions, provide a contra iten of what appears, from 
very roggh estimates, to be a very similar amount~$11,750,000 per annum in recent years. 
These figures, of course, do not include interest on government debt paid or received 
from abroad, since this is provided for in the calculations of interest wmder Section 4 
of the balance of payments. Supplies purchased abroad are similarly excluded because 

of their inclusion in merchandise imports. 


} 
WAR DEBT RECEIPTS - REPTAATIONS 


et 


The Dominion of Canada has received certain spzcial monies in recent 
years, arising out of the various German reprration Settlements, in amounts which have 
varied with the alterations in the annuities which Germany has paid. Canada's percent- 
age share of the total proportion allotted to the British Hmpire was settled at the Spa 
Conference in 1920, and remains virtually the same today. The reduction in Germany's 
Payments proposed by the Hague Agreement, which adopted the ~oung plan with minor 
modifications, will involve a slight reduction in Canada's receipts in subsequent years. 
\The following particulars of reparation receipts have been abstracted from the Public 
Accounts of Canada and, since the amounts are relatively smail end wmehanging, fiscal 
year receipts are entered in the summary balance of payments opposite the previous 
Calendar year. 
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Received on account of German reparations for fisc:.. years ending March 3lsts 
1927, $1,756,704; 1928, Dawes Plan, $7,002,047, pre-Dawes Plan arrears, 


$3,789,430; 1929, $4,025,165; 1930, $4,325,274: 1931, estimated at $4,000,000. To the 
receipts for the fiscal year ending in 1929 might be added the sum of $662,442 received 


Car | 


from the British Treasury in final settlement of war claims, 


EDUCATIONAL, CHARITABLE ANT) MISSZONARYT CONTPIBUTIONS 


Canadian colleges and research institutions receive grants from British 
and American endowments, notably from the Garnegie and Eockefeller foundations; 
religious bodies in Canada receive contributions from parent bodies and others abroad. 


On the other hand, Canadian churches maintain missionary services 
abroad out of the proceeds of Canadian contributions. 


It is difficult to estimate the sum total of these remittances and 
receipts involving, as they do, thousands of separate organization units. From in- 
formation supplied by the chief American foundations and from a number of Canadian 
colleges and religious bodies, relating to the year 1.928, we judge that the total 
annual receipts from abroad have varied between $900,000 and $1,500,000 in recent 
yearse 


An earlier enquiry addrassed to the various religious organizations 
gave somewhat incomplete results which seem to suggest annual remittances abroad of 
approximately $1,800,000. 


EARNINGS OF IAN INSURANCE COMPANTSS ABROAD, AND OF BRITISH 
Ga PORT INSURANCE COMPAN ISS IN CANADA | 


The preliminary abstract of statements of insurance companies in 
Canada for the year 1930, published by the Department of Mmsurance, Ottawa, discloses 
the fact that in that year there were 13 Ganddian life companies transacting business 
in foreign fields, in Great Britain, the United States and its possessions throughout 
the West Indies and in Central and South American Cowmtvies. Business was also carried 
on farther afield in India, Ceylon, China, the Malay States, Japan, Sytia, Beypt, 
Palestine and South Africa. Table 54 of the 1930 Report shows that Canadian life 
companies had 876,981 assurance policies in force abroad at the end of the year cover~ 
ing risks of nearly three billion dollars. ‘he significance of their foreign opera- 
tions is brought out in Table 4A Wich indicates that out of 4 total premium income of 


' $298,226 ,671 received by Canadian life companies on account of life assurance and 


annuities, $154,380,656 (or more than 50%) was received from foreign business. The 
corresponding receipts from fire insurance abroad was slightly more than six million 
dollars. The importance of these foreign operations in respect of life and fire in- 
surance obviously warrants the inclusion in the balance of payments of an estimate 


Ki of the net income derived therefrom. 


Against this item, of course, must be set the net carnings of British 
and foreign insurance companies in Canada. lms, iu 1930 there were 28 Canadian, & | 
British and 18 Foreign insurance companies actively conducting life business in Canada. 


- The proportions in which the three groups of companies share the Canadian business is 


brought out by the following table, taken from the 1930 Reporte 


LIFE INSUZANGE IN CANADA 
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| 
& consiceration | new business paid in force 
for ennuities | for in cash, Dec. 31, 
Seana 1930 bi se ag30 1930 
| rr our 8 $ 

- Canadian Companies | 143,846,015 | 594,845 , 540 4,319, 430,221 
British Companies 4935 853 19,769, 103 117, 494, 846 
Foreign Companies T3922 279,2751855 = | 2505545724155 
Total 6, 492,496,222 
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, With regard to fire insurance, 52 Canadian, 63 British and 108 foreign 
‘Companies were in active business in 1930 in Ganada. The distribution of the new fire 
business, indicated by the net premiums written in 1930, is show in the following tables 


FIRE INSURANCE IN CANADS 


| Net premiums | Gross amount of policies 
written, new and renewed 
0 
ena Gis fat at ice eee is otis re ce 


| bs 
dj. 


Canadian Companies 11,249,320 1,893,663, 707 

British Companies | 23,742,067 | 4,517,521, 928 

Foreign Companies | 20,101,517 3,856,221, 366 
— 

lags asa ae, capa 55,092,898 | 10,277,407 ,001 


Similarly for the various classes of casualty insurance, the Canadian, 
British 4nd foreigngroups each received in the neighbourhood of 14 million dollars of 


premium income in 1930. 


So far aw the balance of payments is concerned, the situation may be put 

as follows; (1) Canadian insurance companies earn monies abroad represented by the 
excess of foreign receipts over foreign disbursements (including taxes, expenses and 
commissions) which may be said to arise from the export of Canadian insurance "services". 
(2) A. comterbalancing and smaller import of British and foreign insurance "services" 
larises out of the operations of British and foreign companies in Canada. 


] 


The figures relating to the excess of foreign receipts over foreign dis- 
a derents for Ganadian cormanies can be calculated from the published statistics of the 
Department of Insurance ahd the question arises: Wow shell it be brought into the 
balance of payments?-~as a net invisible export, i.e., a, credit item representing an 
‘inflow of funds to that extent? 


The theoretical (and statistical) difficulty is that not all of such earn- 
ings are remitted to Canada. In a large measure they will be left abroad in the form 
of new foreign investments. On the other hand, the increase in the insurance companies! 
holdings of foreign investments will not measure the extent to which foreign earnings 
have been left abroad because the companies frequently increase their foreign invest- 
ments by the use of Canadian funds. 


There is, of course, a fairly clear correlation between the increase in 
foreign business and earnings, and the increase in foreign investments. Insurance 
companies are compelled by law in many countries to hold domestic investments in pro- 
portion to domestic risks. Nevertheless, a large part of the net revenues of insurance 
companies earned abroad is available to pay for imports in times of unbalanced merchandise 
trade, for example, ‘The possibility of this should be brought out in the balance of 
payments by treating the total excess of foreign receipis over foreign disbursements as 
an invisible export involving an infiow of funds. fn ordes to indicate the real nature 
of such revenues it must be understood that on the debit side, included in the item 
export of capital! is an amount equal to the increase in foreign investments held by 
‘insurance companies. 


Exactly the same reasoning may be applied to the treatment of the earnings 
of foreign insurance companies in Canada. The net excess of receipts over disbursements 
is an import of foreign services, and the fumds are assumed to flow outwards. The com 
‘pensatory movement is show in the increase of Canadien investments held by British and 
foreign insurance companies in Sanada, i.e., by the inward flow of capital. 


, 


This appears to be the best approach to the problem. It is not possible to 
obtain from the insurance companies their net foreign receip’s or remittances because 
their books are not set up to record such information. In any case the use of such data, 
aif obtainable, would be questionable. As stated, it would indicate neither the quantita- 
tive importance, nor the trend of insurance transactions in the balance of payments. 

‘The net remittance might show fluctuations from year to year according to the varying 
investment policy of the domestic Head Office and might be inflated in any one year by 
Teason of the inclusion of profits made on the sales of foreign investments. It may 
also be argued in favour of the treatment suggested above that if the increase in the 
‘Canadian investments of foreign insurance companies (along with other foreign stock 
Rolders) is to be shown in the balance of payments as an inflow of foreign capital, 
‘Which, of course, is the case, then the net gains of foreign companies in anada, which 
provided the means for such new investments ought to be shown on! the other side of the 
Statement of the eens of permeat. 
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The same argument applies to the increase in investments abroad by Canadian 
nsurance companies. 


nsurance Remittances made direct. 


It is probable that certain insurance costs are paid by people domiciled 
n Qanada ¢hrough the mail or by bank remittance direct to foreign insurance companies 
hich do not maintain branch offices in Canada. In the case of immigrants from U.S.A. 
nd Great Britain it is probable that the majority of the premiums are paid in Canada 
and therefore recorded) since most of the important life offices have branches in 
anadas-the inconvenience of foreign remittance would recommend this procedure. There 
re, however, certain cases of wmrecorded insurance remittances but in the absence of 
joncrete information, they are assumed to be reletively small and cowterbalanced by 
irect insurance remittances to Canada. 


Acting upon the assumptions discussed above the calculation of the net 

ain on the foreign operations of Canadian life companies is made by taking the premium 
ncome earned outside Canada (Annual Report,Table34A) and deducting from this; (1) The 
otal disbursements in respect of Death Claims, Surrender Values, Dividends to Policy 
olders, Life Annuities, etc. (Annual Report, Table 3A), and (2) the General Expenses. 
he total expenses incurred on foreign business is not shown separately, but Table 36A 
ould appear to indicate that the general expenses and taxes incurred by Canadian 
‘ompanies on toth domestic and foreign business over the last four years averages 25.3% 
f the total premium income. The foreign disbursements under general expenses is 
herefore computed at 25% of the total foreign premium income. 


The estimate for 1930, using this method, is arrived at as follows: 


CANADIAN LIVE COMPANTES 
| (O00ts omitted) 


Total premium income outside Canada .ee.eereseceecees $131,318 
Consideration for Annuities sesocscccversenses 23,062 


MOUs so cketaeSsscchestsseaee LOWeEBO 


Net Disbursements - Glaims, Annuities, etc. csrcacece 86,452 
Expenses - 25% of total premium income ....ece 38,595 


Total TFeosvoeeteserpr>eseeroeev,rees 125 ,O47 


Computed net gain sneassercceveeseentes 29,333 


ire Insirance - 


17 Canadian companies conducted fire insurance business outside Canada in 
930, chiefly in Newfoundland, the United States, Great Britain, and the West Indies. 

ne company wrote risks in most parts of the world. The net gain on foreign business, 
owever, does not appear to be large. In 19°9, premiums received were $6,519,000; 

osses paid or incurred were $3,144,000; and general expenses and taxes taken as 50% 

f the premium income (the average for all fire insurance in Canada) are estimated at 
3,259,000. The net gain to Canadian fire offices on their foreign business for 1929 

S$, therefore, estimated at $116,000. Yor other than life and fire insurance, the total 
et gain of Canadian companies appears to have been less than one million dollars in 
930, and the foreign share of this may be considered as neglisible. 


a@mings of British and Foreign Insurance Companies in Canada. 


aife Insurance - 


) The net gain of British and foreign life companies, derived from their 
lanadian operations, is computed by exactly the same method as in the contra item. 

rom the published figures relating to income in Canada of British and foreign companies, 
nelawling premiums, interest, dividends, rents. are deducted: 


{1} The income derived from interest, dividends, and rents, shown 
separately. Allowance has already been made for this credit. 
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item in the calculation in the balaice of payments relating 
to interest on foreign investments in Canada. 


(2) Disbursements of the companies in Canada, including taxes, 
general expenses, deaths, maturities, etc. These details 
are available in a summarized form in the Annual Reports. 
The residual figure may be considered as net gain earned 
by British and foreign comanies in Canada, and amounted in 


1930 to $17,922,000, a decrease of nearly $2,000,000 on the 
estimated 1929 results. 


Fire Insurance, 


Against the premium income of British and forei 
‘Must be set the losses and adjustment expenses incurred, and the general eXpenses and 
taxes. By this method, the Computed balance, on fire account, in favour of British 
and foreign companies amounted to approximately $1,316,000. The net gain under this 
heading has diminished considerably from the thigh! of 1929 of over 8 million dollars, 
due mot so much to a decrease in premium income as to an increasing volume of losses. 


én companies in Canada 


OTHER FORMS OF INSURANCE UNDERTAKE BY BRITISH AND FOREIGN 
INS VRANCE COMPANIES 


The premiums received on the various forms erie 


asualty insurance-~accident, 
automobile, guarantee, etc., in 1929 was as follows:-: 


British Companies <ispdy.. $ 13,859,000 
Foreign Companies ........ $ 15,765,000 


Bortail s avsiieleisters 3)" § 2G s-G2l000 


Assuming that the net gain from such business amounts to 10% of the 


oremium income (this percentage being derived from the fire insurance statistids, where 


jetails are available) the net gain for 1929 may be estimated at $2,962,000. 


| Total casualty insurance for 1930 showed a very slight decrease on the 


19°9 results. The net gain of British and foreign companies is therefore estimated at 
$2,900,000, 


SUMMARY - INSURANCE, PAYMENTS AND RECEIPTS 
(000's omitted) 


Net gain of Canadian companies abroad Life $29 ,333 
t tf 1 n n i Fire 150 
BOO, Sho tORUE AL, ciate $29 4s 
Net gain of British and foreign . 

companies in Canada Life $17,922 

do Fire 1,316 

do Casualty 2,900 

Total e@etefoeoee reese . $22,138 


| The estimates for the years 1926-29 have been revisec, and the results 
ibtained by the above methods are showm i 


® observed therein that by reason 


: , the net 'debit! balance of approximately 
(3 millions in 1925 had become a credit balance of $7 millions by 1929. 


ADVERTISING EXPENDITURES 


irformed in Canada for British and foreign advertisers. ‘That the amount of such 
Wertisement is fairly considerable cannot, however, be doubted. ‘Thus, the U.S. 
meau of Foreign and Domestic Commerce (Finance and Investment Division) reported 


£1929 that "the total foreign advertising bill of the United States was not less 
an $50,000,000-- much of this goes to Canada". 
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There is also a flow of advertising funds in the reverse @frection. The 
total sum spent by the Canadian government on account of advertising and exhibitions, 
or in connection with imnigraticn is already allowed for in the estimate .of. government 
expenditures. In addition, however, the Provincial governments remit funds Hbrdad to 
pay for advertising services, particularly in connection with the tourist busittess, 
and as an aid to the marketing of provincial products. Canadian exporters and the rail- 
way companies all advertise abroad. 


It is believed that the majority of foreign advertising in Canada is under- 
taken through the medium of the newspaper-and magazines, although bill-boards, radio 
and street car signs may accoumt for a little foreigm revenue. In this connection it 
must be remembered that the advertisement expenses in Canada of branch plants of 
of American concerns do not constitute a foreign receipt but are chargeable to Canadian 
profits. 


A questionnaire addressed to the principal newspapers and magazines in Canada 
jel2eited the information that for 140 out of the 175 agencies included in the survey 
jthe total amount of revenue directly derived from British and American sources was 
lapproximately $2,700,000 in 1929 and $2,635,000 in 1930, of which the greator part came 
from the United States. Allowing for non-recorded newspaper and magazine revenues and 
for other forms of advertising services bringing in foreign receipts, we estimate the 
total credit item on advertising account to be $4,000,000 in 1929 and 19304 On the 
\"debit™ side no estimate had heen made in previous years but recent enquiries suggest 
that in actual fact the outflow of advertising funds, far from being negligible, is 
greater than the corresponding inflow. The most important category is provided by the 
\lerger Canadian industrial corporations and railways, 19 of which concerns spent 
$2,340,000 in 1929 and $2,579,000 in 1930 in foreign advertising. The railway ex- 
pencitures abroad make up the greater part of these totals but it is believed that if 
jit were possible to obtain the foreign advertisoment expenses of all forms of Canadian 
enterprises, the results would be at least double the above amounts. To this must 

\be added the sums spent in advertising by Provincial governments, including herein the 
(Maintenance of colonization and immigration branches abroad, and Boards of Trade and 
Chambers of Commerce. From the evidence provided by the Public Accounts of the 
provinces and by answers to questionnaires, ve cstimave that $500,000 will cover this 
jitom. The total tdebit! on advertising is estimated, therefore, to have heen $5,280,- 
000 in 1929 and $6,000,000 in 1930. 


MOTION PICTURE ROYALTIES 


There are roughly 1,100 moving picture theatres in Canada, all making use 
of imported films and, frequently, of foreign projection apparatus. As a rule, films 
Inc. apparatus are not bought outright but are leased or hired on a royalty basis. For 
this rcason the value assigned to the imports of cinematograph films in the Trade 
Returns was deducted from the total of imports and it therefore becomes necessary to 
Gstimate the actual romittances bent abroad annually in payment of royaities and 
Pentals in this industry. We have no direct information to go uwnon at the moment, The 
UeS. Department of Commerce estimates that the foreign receipts of American motion 
Picture producers is rovghly $70,000,000 per annum. Assuming this to be correct it 
Sccms roasonable to conclude that the Canadian contribution to this total is about 54 
jor $3,500,000: annually: ‘This figure is taken as the total 'debitt and is believed to 
De 2 conservative estimate since no accowmt has been taken of payments to Great Britain 
(mown to be small) for films and to the foreign producers of talking pictute machines 
Which also pdy royaltics. 


ITAL 07 IMMIGRANTS AND EMIGRANTS 


An attempt is made herein to estimate the amount of monetary capital brought 
into Canada by immigtants and taken out by emigrants. The only suitable method appears 
to be to estimate the per capita amomt of capital brought into or taken out of the 
Country by the several classes of immigrants and emigrants (by country of origin or 
destination) and to multiply these amounts by the corresponding numbers of people in- 
volved. Tho estimated amounts per canitea brought in are nocessarily very arbitrary, 
lana the statistics of total omigration, at least, not very satisfactory, so that no 
igroat reliance can be placed on the final estimates of the gross investments of 
immigrant capital. It may be advanced, however, in support of such inadequate estimates, 
that the main purposes in compiling the balance of payments statement, namely, to 
jindicate the net movement of funds each year and the variations in their figure from 
year to ycar, will be served by their inclusion. 
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Immigrants into Canada are classified according to the following table, 
taken from the current Canada Year Book. 


IMMIGRANTS INTO CANADA 


Fiscal years Immigrant Arrivals from - 


| 
t 
a ) ee 
- ga United Kingdom United States Other Countries feat 
| 


96,064 
143,991 
151,597 
167,722 
163,288 

88,223 


A movement not shown in the immigration figures is that of returned Canadians 
mo originally left Canada to reside in the United States and who on returning to Canada 
jeclared their intention of resuming their residence in this country. Since the statistics 
include omly those who have been in the United States for more than six months such re- 
turning Canadians may be considered as bringing in capital, the result of their earnings 
in the United States, in much the same manner as immigrants into Canada from that country. 
Zitherto this consideration has been ignored in our calculation of capital imported by 
immigrants, and the present estimates are higher, on that accomt, than those previously 
sublished. 


CANADIANS RETURNED FROM THE UNITED STATES 
Fiscal year ending March, 1926 ........ee0. moti scald 
WGC T Daranssscgere 00,901 
1928, wersss-envwee 39,887 
WO si 1S Ssau ase aS. 
1OS0H sos ss ioe due 29,630 
LOS has Salvia €, 5009 


| For purposes of estimate, the fiscal year statistics of immigrants and re- 
burning Gaxddians are adjusted to a calendar year basis on the assumption of equal 
nonthly distribution, The next task is to estimate the amount of cash which each ¢lass 
of imnigrarit shown in the above tables may be said to import. In the first place, it 
must be remembered that of the immigrants properly so called, slightly less than 8 of 
the total in recent years consist of adult women and children under 14, the effect of 


sontidént of Europe, many will have had their travelling expenses re Canada pee by 
relatives alxebdy here and some by the various settlement or charitable agéncies in this 
sountry. 


( aking all these factors into account, and after making comparison with the 
sstinates used on former occasions (notably those of Prof. Viner in respect to the 
yeriod 1900-1913, and of Coats! Cost of Living Report 1914) it has seemed reasonable to 
bake the following as typical of the per capita import of capital of immigrants, by 
somtry of origin: Great Britain, $50; Other Countries, $25; U.S.A. (farmers and farm 
labourers) $500; Other U.S. immigrants, $100; U.S.A. returning Canadians, $100. 


The explanation of the large sum assigned to farmer immigrants from the 
Inited States is that this estimate must include, in many of such cases, an amount 
"epresenting the proceeds of sale of farms and farm buildings in the United States, 
thence they come with some of their livestock and implements to buy cheaper land in 
Janada. 


The totals in the table felloving are carried into the balance of payments 
S an invisible export, i.e., a receipt of foreign funds. 
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192° 1927 | 1.926 | 1930 

| | emer Pe are 
Great Britain + 2,329,750 |} 2,530,000 | 2,343,000 | 3,139,000 1,335,400 
U.S.A. (farmers & i | 
farm labourers) ! 4.%06,500 45151,500 | .4,4%5,000 | 3,818,000 3,172,000 
U.S.As (other felis 3 Oh eat 
gee ; 1,233,100 1,570,900 2,030,200 | 2,304,700 1,954,500 
U.S.A. (returning H | 
Canadians) | 5,452,300 | 4,415,400 | 3,532,500 | 3,082,200 3,011,400 
Other Countries 1,623, 750 | 1,877,100 1g oh 2941 ,025 | 1,773,250 1,109,750 

i. Chae Lae i 
Me total... w.se. 4 | 14,945,000 | 14,544,900 E 4 782, 625 | 14,117,150 11,083,050 


: No official statistics of emigretion from Canada are kept but it is possible 
ito make a reasonable calculation as to its volume by the use of the British and U.S. 
official statistics relating to immigration from Canada. The sources of information are 
given in the footnotes. As in the similar cease of returming Canadians, whom we included 
in the immigration total, it has been cecided to include in the statistics of emigration 
the numbers of U.S. citizers returning to thet country permanently, being former 
residents of Canada. 


| It need hardly be said that ¢tatistics of emigration, by the very nature 

of things, are nonetoo reliable, particularly in the case of the movement across the 
Canadian-U.S.A. boundary, but it is believed that the table below indicates sufficiently 
the variations in the movement. 


EMIGRATION FROM CAN. CANADA - ( ~ OADLENDAR YEARS 


me i 


| i 29862 tq thnk SStep ad 

t+ oor 

Emigrants to U.S-A. (1) | 93,468 | 76,830 | 

Emigrants to Great 

_ Britain (2) router 10 A250 | 

aigrants to Other 
Countries (3) | 4YeO54 | rit 35 Way | 

U.S. Citizens - former | | 

residents of Canada - { 

returning permanently to | 

the United States (1) tA DsFOCIe prakSeETGe* «| : 

| a —-- 

Total Bnigration 127,503 | 1.00, 887 | 89,420 | 


pita see ate Lf samt Sete et rae 


(1) U.S. Department of Iabour, Bureau of fanigration - ?immigrant aliens admitted 
to the U.S.A.,who gave Canada as their lest permanent residence, during 
calendar years'. ‘fhe 1930 figure is an estimate on the basis of the published 
Statistics for Jl months only. 


(2) Official British Statistics (Board of Trade Journals) ‘immigrants from Canadat. 


(3) Counting the emigration to the U.S.A. and Great Britain, and allowing for 
immigration into Ganada and the computed naturel increase in the population 
of Canada, the total loss of pupwi.ation not otherrise accounted for in the 
inter-cens-i period 1911--1921 was 3.1% of the recorded emigration. This per- 

centage is therefore applied to the total of wecorded emigration to the U.5.A. 

and Great Britain in order to compute the amomt of emigration to other 

countries. 


(4) U.S. Bureau of Immigration - These ‘Jatistices only began to be published in 
1928, and relate to fiscal years. ‘(hey are therefore adjusted to a calendar 
year basis. The figures show for 1926 and 1927 are estimates. 
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pa | a 
Capital taken out by emigrants per Capita. 


It will be seen in the above table that the greater part of the emigration 
movement was to the United States, particularly in the earlier years. ft may be assumed 
that a considerable share of the total is made up of younger Canadians seeking more 
remunerative employment across the border, and of some Canadians and former U.S. 
residents who have met failure and unemployment in Canada. Also, rather. less than Oo% 
of the emigrants to the U.S.A. in 1930 were listed as having no occupation, largely 
women and children, and only slightly more than 10% of the total were faitmerd and 
members of the professional and commercial classes who might be expected, tb take with 
them larger amounts of capital comparable with that adgumed to be brought in by farmer 
immigrants from the tMaited States. 


In view of these considerations it is considered that $125 per capita isa 
reasonable estimate of the amount of money taken out of Canada by all emigrants (1). 
‘The results are shown in the following table; . 


ESTIMATED TOTAL CAPITAL TAKEN OUT BY EMIGRANTS FROM CANADA 
| 1926 1927 1928 in| 1930 

| $ RS Seen) oy Der ge ae Sey 
Bnigrents to U.S.A. = 11,683,500 ' 9,603,750 | 7,936,000 8,641,375 5,975,000 
Enigrants to Great ae eae 
Britain | 1,310,125 | 1,571,250 | 1,975,500 | 1,536,750 | 1,977,500 
Emigrants to Other aii | 

Countries | 506,750 ; 346,375 | 307,250 | 315,500 | 325,750 
U.S. Citizens return- | ae 4 
_ ing | 1,187,500 | 1,089,500 958, 750 1,002, 750 1,145,875 


Potal s...e.0..| 14,687,875 | 12,610,875 [12,177,500 fee elle 9,424,125 
{ { | 
|” ip nse ee ue a eee ene ne 


qQ) This estimate is roughly equal to that adopted by Viner - "Canadals Balance of 
: International Indebtedness 1900-1913", allowing for the alterations in the 
general price level in the intervening period. 


EARNINGS OF CANADIAN RESIDENTS EMPLOYED IN THE U.S. 


As the recent annual statements of the U.8. Bureau of Foreign and Domestic 
yommerce on the "Balance of International Payments of the United States" have pointed 
sut, there has been a considerable number of Canadian residents commuting daily for 
amployment in the United States. ‘The automobile workers of Windsor and other border 
sities who have been on the pay-roll of Detroit factories provide the best illustration 
xf this form of invisible earnings. 


The estimates of the U.S. Bureau of Canadian earnings for the period 1928 
m& 1929 amounted to $12,000,000 in Detroit, $2,625,000 in Buffalo and $300,000 in 
Niagara Falls, N.Y. The per-contra estimate of the earnings of American residents 
mployed in Canadian boundary cities was $1,200,000. The net "credit" for those years 
+8 therefore placed in the summary balance of payments at $13,725,000. ~ 


g The present business depression, which has been particularly acute in the 
tatomobile industry, was responsible for a very pronounced shrinkage in the amount of 
lay~rolls of Canadian commters working in the United States (minus the per-contra 
lovement). 


The net figure for the Detroit region in 1930 seems to have been only 
bout $2,790,000, and for the Buffalo district about $906,000, according to recently 
ublished American estimates. 
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FOREWORD 
Purpose and Meaning of Balance of International 
Payments Statement 

"Balance of Trade" figures are frequently misinter- 
preted due to the persistence of the doctrine long ago exploded 
that a nation's trade is necessarily in a healthy state when ex- 
ports exceed imports necessitating an import of gold to make up 
the difference. Trade was then said to show a "favourable" 
balance. This theory only took account of the "visible" or com- 
modity items of trade, whereas the true balance of a nation's trade 
can only be known when not only the commodity items are considered, 
but also the "invisible" items such as interest, freight, immigrant 
remittances, financial services, tourist traffia, etc. In short, 
all debit and credit transactions must be set down in order to 
find out the true balance. If all the visible and invisible items 
are thus tabulated the debit or credit difference will be a final 
invisible item -—- capital import or export --- and this will bring 
the nation's trade account into a state of balance. 

To take the nation's commodity trade alone as an in- 
dex of its prosperity or otherwise, would be somewhat akin to con- 
sidering the returns received by a man from the daily trade or 
business which is his principal activity and ignoring other sources 
of revenue or records of indebtedness incurred from other lines of 
activity. 

As a matter of fact, the commodity or trade balance 
of a country cannot be understood by itself but only as it is in- 
terpreted in the Light of the invisible items of a country's ac- 
tivities. In the light of such data, it will be found that a so- 
called favourable or unfavourable balence will mean entirely diff- 


erent things at different times in a country's history. 


Bl pe 

From 1868 to 1893 the normal condition in Canada 
was an excess of imports over exports. In only two years 
(1880 and 1881) was this reversed. From 1894 to 1905 we 
had an excess of exports which is explained largely by in- 
terest on and repayments of borrowed capital. In 1904-1914 
a period of heavy capital borrowing supervened, and as a result 
imports exceeded exports. With the commencement of the war 
we entered upon a period of excess commodity exports which 
continued until 1929 with the exception of 1921, in which 
fiscal year we had an excess of imports. In 1929 and 1930 
imports exceeded exports, while in 1951 exports and imports 
approximately balanced. 

The balance of international payments which takes 
account, not only of commodity trade, but of all transactions, 
reveals the meaning of the trade balance. It shows, for ex- 
aoiay that in 1920, 1921 and 1922 our international accounts 
were balanced ty large imports of capital, although our commod~ 
ity trade balance was favourable in 1920 and 1922. During 
these years Britain repajd us war funds as follows: 1988, 
$104,000,000; 1921, $128,000,000; 1922, $84,000,000. From 
1923-1928, however, the international accounts show a credit 
balance after allowing for interest payments and maturities, 
thus denoting capital exports. In these years Canada became 
temporarily a capital exporting country. In these latter years, 
therefore, the explanation of our favourable commodity trade 
balance was quite different from that for the period, 1894 to 


1903, when it was expleined by payments of interest and maturi- 


ties. 

From the foregoing it will be seen that en esti- 
mated balance of international payments is indispensable to 
the understanding of trade accounts. It has, however, 4 
great many other important uses, among which the following 


may be mentioned: 


1. To give a comprehensive picture of our inter- 
national debits and credits and how they are balanced. 

2, To show the extent of our international 
borrowings and lendings. 

3, To show the megnitude of individual invisible 
items, such as interest, freights, tourist traffic, etc., in 
our international transactions. 

4. To explein exchange disturbances and the effect 
of international financial difficulties. 

5. To furnish data for guidance in the formulation 


of international fiscal, financial and commercial policy. 


ag oe 
_CANADA’S BALANCE OF INTERNATJONAL PAYMENTS _ 
PART I 


1. Canadian Balence of Int ernational Payments, 1926-1951... 


Estimates of Canada’s international balance of pay- 
ments are shown in the accompanying table for the years 1926 to 
1931, inclusive. The outstanding feature is the great change 
which has taken place in the volume of merchandise trade since 
1929. ie balance varying from approximately $140 to 
$185 miljon during the period 1926 to 1928 became an unfavour- 
able Pavenee of approximately $100 million in 1929 and 1930, and 
practically reached a position of equilibrium in 1931. In 1929 
and 1930 there were unfavourable balances, considering both visible 
and invisible items of $65 and $159 million respectively, while in 
1931 the balance was favourabe to the extent of about 35 millions 
of dollars. In the Light of ell available information, it appears 
that the balances in 1929 and 1930 represent a net movement of 
capital into Canada for investment, while that of 1931 represents 
a net movement outwards. In the latter year, however, the capital 
export appears to have been in the main not for investment tut for 
the purpose of retiring maturing issues and for repurchases. The 
inward movement of capital in 1929 and 1930 contrasts with capital 
exports for Der years earlier, 45 shown by favourable balances 
of payments. 


2. Effect of the Depression on Balance of Payments. 


Declines in the amounts by various items ef the statement 
during the lest three years indicate the tremendous effect upan 
Canada's international transactions in goods and services wrought 
by the depression. Merchandise exports fell from $1, 200,000,000 
in 1929 to $608,000,000 in 1951. While a large proportion of the 


Be >) 


decline is explainable in terms of lower price levels, it 
does represent a huge falling off in volume. Af excellent 
illustration of the special difficulties presented to Canada 
by the slump in world prices, is seen in the table of index 
numbers of imports and exports which shows that Canada, in 
common with most countries whose exports consist largely 

of primary products, suffered a greater reduction in the 
prices of her export commodities than was characteristic 

of the prices of imported goods, In other words, the pur~ 
chasing power of Canada's exports declined drastically in 


1930. 


INDEX NUMBERS OF EXPORT AND IMPORT VALUES 


(1913 = 100) 


Seaton! 


EXPORTS IMPORTS 

Calendar year oeccce 1926 coooe 147.0 131.7 
1927 oooce 144.0 127.0 

1928 cocoe 187.6 127.3 

1929 .ooco 156.9 122.9 

1930 cooee LLT2 1156.2 

1931 cooaa 95.2 95.2 


see 


3. How Was Adjustment Achieved 


In view of the great changes which occurred in 
our international transactions from 1929 on, giving rise to 
unfavourable balances of all items in 1929 and 1930, and to 
a position nearly approaching equilibrium in. 1931, the 
question arises as to how the accounts were adjusted. In 
this connection, the gold movements should be examined. 


These were as follows during the period 1926 to 1951: - 


Difference Difference 
Exports Imports between between 
of of gold exports all Debits and 
Gold Gold and imports Credits 
(x for export (x for credit 
- for import) - for debit) 


lsat a I EN A A TS IN 


(000's omitted) 


1926 sosece 80,131 47,126 x 33,005 x 228,422 
1927) Lecese., (64,232, 81,257. « x, 32,974 x 137,050 
1928 .sscc. 107,614 39,659 x 67,955 x 201,398 
1929 .aceee 50,598 3,746 x 46,852 - 65,475 
1930 .ecsoe 25,343 39,062 - 15,719 ~ 159,533 
193) ..se0. 70,062. 2,038 x 68,024 x 27,790 


4. Ghange from Capital Exports to Capital Imports 


In the years 1926 to 1928, Canada was an exporter of 
capital made possible, in large measure, by favourable balances 
of merchandise shipments amounting to $285 million, $161 million 
and $143 million, respectively, in the three years. 1929 saw a 
drastic change in international transactions. A credit balance 
of $201 million in 1928 became a debit balance of $65 million in 
1929, a reversal amounting to $266 million. In 1930 the debit 


balance had increased to $159 million. 


5. The Transfer Problem. 


The difficulty of the transfer problem envisaged in 
these figures was reflected in the state of the foreign exchanges 
which were at a premium during most of 1929 and the early part of 
1930, the price of New York funds being for a considerable period 
beyond the gold export point. Despite the increased cost of 
foreign purchases caused by higher prices of foreign exchange, 
imports did not show any decrease until 1930, and in that year 


both imports and exports fell by almost equal amounts. Neither 


a Tee 
was the trade deficit counterbalanced by en export of gold, 
since this deficit amounted to $100 million in 1929 and net 
gold exports to only $47 million, an actual reduction of $20 
million, as compared with 1928. Moreover, in 1929 exports of 
quartz gold, shipped to take advantage of the premium on New 
York funds, accounted for 20 of the $47 million; an amount 
twice the normal value shipped in this way. Since the items 
of the balance sheet, exclusive of commodities and gold, yield 
an adverse balance, the solution was not found in them; hence 
the conclusion that the deficit in the balance of payments was 
offset by capital imports either in the form of investments by 
foreigners or repatriation of funds. 
6, Capital Movements, 1929 _ 

Unfortunately, the statistics of current capital 
movements leave much to be desired, but such as do exist point 
clearly to the conglusion that there was a movement, on balance, 
of short and long term funds into Canada in 1929. Short term 
funds employed by the chartered banks largely in New York, fell 
from $188 million at the beginning of 1929 to $98 million at the 
end of the year. There was also a considerable repatriation of 
private short term capital, though no definite information is 
available as to its amoumt. The conclusion is warranted that 
Canadian holdings abroad acted as a shock absorber in reducing 
the effects of the maladjustment in Canada's balance of payments 


in 1929, and that the remainder of the task was performed by an 


inward movement of foreign capital. 


7. Capital Movements, 1930 _ 


In 1930 the difficulty arising from an adverse balance 


ig 2 
an all items of $159 million was again met. This time, however, 
the foreign balances played a small role and the brunt of the bur- 
den was borne by capital imports. Gold also showed a net inward 
movement of $14 million, the first since 1925. 

This inward movement is illuminating in view of the 
general situation and merits comment. In the early part of 1930 
the Canadian dollar was quoted at a slight discount in New York, 
continuing so until May when it returned to par. From then until 
early in December it was at a premium of approximately 1% in New 
Yorke Accompanying these fluctuations in the exchange, the gold 
movement was sluggish in the first half of the year, but showed a 
considerable inward movement in the last half, nearly $15 millions 
of gold coin and bars being imported in August alone, and a slightly 
larger amount in the next three months. In December, New York funds 
were again at a premium, and a net export of gold amounting to $13 
million occurred, but taking the year as a whole the net import was 
$13.7 million. The evidence of these fluctuations indicate that 
taking the year as a whole, there was little evidence of any malad- 
justment in Canada's balance of internationel transactions, and, in 
fact, a demand for Canadian funds which resulted in an inward flow 
of gold. In view of the fact that the balance of payments, exclu- 
sive of the capital items, was severely against the Dominion, the 
only means by which equilibrium could be achieved was through a 
considerable influx of capital. Again what direct evidence is 
available corroborates the conclusion. Not only was there an in- 
flow of foreign capital for investment, but also some repatriation 


of Canadian funds. 


o 


8. The Situation in 1951 | 


In 1931 the situation with regard to international 
transactions had undergone another considerable change. The un- 
favourable commodity balance was reduced to less than $4 million. 

The invisible unfavourable balance (all items exclusive of com- 
modities, gold and capital) was $36 million, a total of $40 million 
adverse. There had been a net gold shipment of $68 million, nearly 
twice as much as the adverse balance, excluding gold, of $40 million. 
The gold movement therefore offset the deficit of $40 million, and, 
supposing no errors or omissions in the statement, allowed for a 
capital export of approximately $28 million. Availeble evidence in- 
dicates that this amount consists in the main of repayment, retire- 
ment and repurchase of Canadian securities held abroad. The estimate 
of capital movements in 1931 is as follows: - 

INVESTMENTS INWARD _ 


= 


New isstes sold abroyd and new 
direct investments in Canada cocccecoeccce LOlyel7,000 


Refunding, repayments, redemptions, etc. «- 256,000,000 
Net Decrease Wie, deat s eda nermacaeees es 49,000,000 


INVESTMENTS OUTWARD __ 


New foreign issues bought 200000800090089000 10,000,000 


Old 5 securities bought coccovscvecee 15,000,000 
25,000,000 
LESS resale to foreigners of 
securities previously held, of 
direct investments and decreases 
in other investment. items 
abroad 00899080990 008099090009009099009098009000980 11,000,000 


Net Investment Abroad cocenesccccoe aaecene 14,000,000 
TOTAL OUTFLOW OF CAPITAL oo covcccccescece 63,000, 000 
[see 


While this estimate eNows a larger outflow than that in- 


a a Bee 
. dicated in the balance of payments statement, it corroborates the 


direction of the flow. 


9. Gold Movement in 1931. 


With this falling off in capital import and the consequent 
necessity of a capital export to liquidate maturing loans and interest 
charges, and in view of the existence of an unfavourable balance of 
Commodity and service transactions, enough gold had to be shipped 
to cover both. In 193] this was the only way out if our international 
payments were to be equilibrated. That it was not done without strain 


on aur gold reserves is obvious from the following taple:- 
_ CANADIAN GOLD STOCKS 


December 31st, 1925 = Isls 
(000's omitted) 


Gold held by 
Current gold ‘ Gold held Minister of 
and subsidiary by Banks Finance 
coin held by in Central Against Dom- 


Canadian Banks Gold jnion Notes 
Reserves and Savings 
Bank Total 
In Else- Deposits Canadian 
Canada where Stocks 
December 1925 ... 49,915 18,772 18,910 137,858 226,455 
" 1926 oo. 44,528 27,962 26,910 131,195 230,595 
n 1927 ooo 48,061 28,458 21,245 130, 733 228,497 
" 1928 ooo 46,908 30,115 20,651 93,517 190,971 
" 1929 .o. 46,852 26,442 14,631 62,995 150,920 
" 1920 coo 47,405 36,636 13,651 96,212 193,882 


" 1931 ... 45,961 19,856 10,682 66,960 143,459 


10. Relation of Imports and Exports in the Balance of Payments, 1931 


In view of the disappearance of the capital import balance, 


that the ensuing adverse situation was met without greater difficulty 
was & noteworthy achievement. Fortunately, the burden of interest 
payments was almost offset by receipts from the tourist traffic. 


Freight transactions left us with a deficit of over $25 million and 


elbie 


other invisible items nearly offset each other. What 


greatly lessened the difficulty was the fact that while 
exports declined $286 million, imports declined $381 million; 
the result being that the adverse trade balance of $100 
million in 1929 end 1930 was wiped out and in 1931 Canada 
paid for her imports by her exports. 
11. Conclusion 

In conclusion, some general remarks may be made 
on the subject of international payments. Each year Canada 
has an unfavourable balance on invisible items which has 
varied from $10 million to $90 million, the figures from 
1926-1931 being as unders 

1926 eecoce $90 million 1929 ose. $15 million 

1927 eoc0oas 57 " 1930 eoose 48 ” 

1928 essese ID " I9SL cecoe Sl . 

Average -- $42 million 

Maturing obligations, including short term loans 
each year, age estimated to amount to between $100 million 
and $150 million. To offset these items a favourable balance 
on merchandise and bullion account of from $140 million to 
$190 million would be required providing all capital imports 
includitg refunding were cut off. Production of gold amounts 
to about $60 million per year, therefore, a favourable balance 
on merchandise account would be required annually, amounting 
to from $80 to $130 million on the supposition of cessation 


of capital imports. 
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CANADA'S ESTIMATED BALANCE Oy INTERNATIONAL PAYNENTS, 1926-1951 _ 


(2000's omitted) 


Commodity Trade - Recorded 
merchandise exports and imports 


Deductions for settlers’ 
effects and other non- 
commercial imports ecccesssccce 
Unrecorded imports of ships oece 


Real Total of Commodity Trade oo 
Exports and imports of gold 
coin, bullion and subsidiery 


COUN eecccecccecccccs0000800000 


Freight payments and receipts 


NeOoPo ecccessceorcoeesccsoc00e 
Tourist expenditures coccccoseco 
Interest payments and receipts . 
Immigrant remittances coccocceee 


Governent expenditures & re- 
CuiptsS co5ecos 


es e0cee0ees0a00 


Govern sen) rezeiats, reparations 


Sheriteble und missionsry contri- 


LULIONS cocecescccccvccc00000000 
insurence Transactions sceccecoece 
Advertising Transaction occeccecce 


lotion sicture royalties coocessce 


ig) 2 6 ul) 2 195258 al) 7) 
Exports Imports Exports imports x Ex; or +s Imports Exports Imports 
Visible Visible Visible Visible Visible Visible Visible Visible 
and and and and and and and and 
Invisible Invisible Invisible Invisible Invisible Invisible Invisible Invisible 

C) % S) % $ EB) $ C) 


1,285,959 1,008,542 1,238,782 1,087,118 1,574,246 1,222,818 1,208,238 1,298,995 


12,326 -21,774 -11,020 -22,504 10,926 -21,595 -11,679 -24,614 
= 24 = 1,860 = 19,250 - 19,230 
1,271,613 986,592 1,227,762 1,066,474 1,565,520 1,220,155 1,196,659 1,295, 799 
80,131 47,126 64,231 31,257 107,614 39,659 50,598 3, 746 
88,714 106,288 89,826 109,140 88,266 115,433 85,541 130,855 
201,167 98,747 258,477 108,750 275,230 107,522 309,379 121,645 
55,452 223,639 64,885 235,052 80,966 246,916 87,886 258,907 
15,550 20,509 15,433 22,425 14,421 23,195 14,036 23,385 
11,948 10,863 411,850 11,751 11,819 11,030 11,750 11,300 
1,757 = 6, 791 = 4,688 = 4,525 = 
814 1,878 873 1, 766 1,573 1,800 900 1,800 
10,835 25,827 19,194 29,486 35,761 28,790 51,990 24,418 
5,143 4,500 4,482 4,800 5,858 5,000 4,000 5,280 
= 3,500 = 3,500 - 3,750 2 3,750 


Exports 
Visible Visible 
and and 
Invisible Invisible 


Imports 


905,370 1,008,479 


~10,957 -23,814 
= 7,470 
894,413 992,135 
25,343 39,062 
68,815 100,908 
279,258 113,292 
88,220 272,586 
14,000 25,000 
11,750 10,379 
4,000 ~ 
900 1,800 
29,483 22,138 
4,000 6,000 
= 3,750 


1931 
Exports Imports 
Visible Visible 
and and 
Invisible Invisible 
$ $ 
617,243 628,098 
9,528 16,751 
- 500 
607,915 611,847 
70,062 2,038 
49,670 76,528 
250,776 76,452 
70,722 252,076 
10,051 13,110 
11,750 10,960 
*1,295 - 
900 1,800 
27,000 20,000 
3,000 5,000 
= 3,750 
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CANADA'S ESTIMATED BALANCE OF INTERNATIONAL PAYMENTS, 1926-1931 ~ Cont'd. 


($000's omitted) 
a eR eee 
ee ee ee eee 


1926 1927 LP Sr258 1929 1930 1931 


spor ts Exports Imports 
Exports Imports Exports Imports Exports Inports Exports Imports Exports Impor’ 

ere Visible Visible Visible Visible Visible Visible Visible Visible Visible Visible Visible 
and and and and and and and and and and and and 
Invisible Invisible Invisible Invisible Invisible Invisible Invisible Invisible Invisible Invisible Invisible Invisible 


$ $ $ § § $ $ $ $ § % $ 


13. Capital of immigrants and 
emigrants coescoccecccccccncce 14,945 14,689 14,545 12,611 14,783 11,178 14,117 11,496 11,083 9,424 5,173, 3,820 


14, Earnings of Canadian residents 
employed in U. So Ao s0000c000 10,000 = 11,000 = 13,725 - 13,725 - 3,696 


1,857 - 


15, Exports and imports of electrical 
energy (1) cevceseccssesccvccs 4,600 89 4,798 87 - - - - - - - - 


16. Allowance for import overvaluations 
due to Exchange depreciation ..... - - - - - - - - - - 5,000 - 


17. Allowance for exchange on N. Y. 
PAYMENTS ceseesceccccccceceerscees = - - - - - - - - - - 5,000 


18. Know omissions such as direct 
magazine subscriptions, artists 
and entertainers receipts, radio 
Programmes, €bCo scceccesveseecess — - = = = = = = = i a 5,000 


19, Difference between all exports 
Auel shyeresi) ()) Sooossonseue0Rq5a © 228,422 


137,050 201,398 65,475 = 159,533 2 = 27,790 


TOTAL coccescecsoooty 770,669 1,770,669 1,774,147 1,774,147 2,015,824 2,015,824 1,890,381 1,890,381 1,594,474 1,594,474 1,115,171 1,115,171 


(1) Included in Commodity Trade since 1928, 


(2) Ghis item represents amount of capital movements subject to errors and omissions. 


ai ¥ te 
PART IT 


, _ESTIMATED BALANCE OF PAYMENTS BETWEEN CANADA AND_ 
EMPIRE COUNTRIES AND BETWEEN CANADA “SNU THE UNITED STATES 


A. Great Britain 
1. Limitations of This Estimate 


An attempt has been made to compile a separate statement 


of international payments between Canada and Great Britain and Canada 
and the United States. It's limitations are admitted. If a general 
statement of international payments can only be considered an approxi- 
mation, one confined to transactions between two countries must be sub- 
ject to a wider margin of error. For a number of items, data are avail- 
able only for total debits or credits and not by countries. In such 
eases, arbitrary guesses have sometimes to be made regarding the geo- 
graphical division. 


2, Means of Balancing Payments, Great Britain - Canada 
In the case of Great Britain, however, the principal items 


are the commodity trade and interest receipts and payments, the figures 
for which are not subject to arbitrary estimation. In 1931, Canada had 
a favourable commodity trade balance with Britain amounting to approxi- 
mately $60 million tut an unfavourable balance in interest payments of 
$88 million. As all other items in the balance statement practically 
offset each ae a difference of about $24 million unfavourable to 
Canada remained. There is no evidence to show that it was settled by 
lending from Great Britain, in fact what evidence is available indicates 
that on balance repurchases and redemptions amounted to more than new 
capital coming from Great Britain. The emly other way by which settle- 
ment could be made ig through the medium of credits with some other 
nation or nations. This, of course, precludes arguing capital movements 
from the indirect evidence of balance of payment statements between two 


nations. 


eee 


ESTIMATED BALANCE OF PAYMENTS 
_CANADA AND GREAT BRITAIN 


(000's omitted) 


Exports Imports 
Visible Visible 
and and 


Invisible _Invisible 


1. Commodity Trade - Recorded merchandise 


exports and imports cccccecesccceccceseos 172,461 109,470 
Deductions for settlers' effects and other 
non-commercial imports eecccccccerscccoes 2,822 1,339 
Unrecorded imports of ShipS cocscccccceece - 500 
Real Total of Commodity Trade ..cecccoeecee 169,689 108 , 631 
2. Exports and imports of gold coin, bullion 
and subsidiary Coin eecccccececsecesccces 1 18 
3. Freight payments and receiptS N.Oepe. evece 10,305 9,928 
4. Tourist expenditures..cercescecsescsccocecce 9,900 12,708 
5. Interest payments and receipts ecesesccecees 3,706 92,236 
6. Immigrant remittances SCoVFSCeSeHGPEOSSGVeSesseHeOoosO®e® 911 3,060 
7. Government expenditures & receipts ..ccecce 5,550 4,445 


8. Government receipts, reparations .occcccece - = 


9. Charitable and missionary contributions .o-e 100 - 
10. Insurance Transactions ccoccesceececceesecs 10,000 4,100 
11. Advertising Transactions .cccscesosccccecce 250 1,500 
12. Motion picture royalties cocceccsscceccacee - 150 
13. Capital of immigrants and emigrants ..cocee. 384 eyno0 


14. Allowance for import over valuation due to 
exchange depreciation eceveono0eo0e coo0009093 09086 4,500 aa 


15. Allowance for known omissions such as direct 
magazine subscriptions, entertainers, etc.. - 400 


16. Difference between all exports and imports . 24,365 - 


TOTAL seevoeve0ec0e e038 8 259, 409 239 , 409 


bE a TI IT Ta rT TOT 


- 16 = 


3. Complexity of Settlement Process. 


SS 


It would, in any event, be meaningless to attempt 
to do so. Our debits and credits with London would not be 
settled on the basis of ovr actual commercial transactions in 
goods and services with that country alone. London is the 
clearing centre for most Empire countries. Our debits and 
credits with India, Australia and Fiji, New Zealand, South 
Africe, etc., would probably mostly be settled through London. 
It is the clearing centre for many foreign transactions also, 
so that in the end we might find that, though on the basis 
of our transactions confined to Canada and Great Britain alone 
we were debtors to London, when all transactions settled through 
London were taken into consideration London would be i debtor. 
The situation is still further complicated by the fact that 


London transactions mostly come through New York. 


B. Other Bnpire Countries 


No attempt has been made to present balance of 
payment statements with other countries in the Empire apart. 
from Great Britain. However, with the remainder of the Empire, 
commodity trade would bulk so largely as to make other items 
relatively unimportant. The following table contains the 


import and export items for the Calendar Year 1931: - 


Fi hy oe 
TRADE OF CANADA WITH SPECIFIED EMPIRE COUNTRIES 


(000's omitted) 


ee a a I aD 
PS a 


1931 1931 
Imports Exports 


ine 


Irish Free State 080 000090800009008908800 42 2,640 


AE STE 


East AFTICa ceccccccveecscvccccceosces 1,498 600 
Gonuth APrica secessacsoeesbecsenecuues  Ss4lf 9,202 
West Africa cececccececceecocevssccccce 312 406 
Bermuda cccccecoecsovvcceecnge0ees000e 88 2,034 
Tndie escanccecceceactes(anchocv esse ss. fuepnas 3,863 
Ceylon.ceccccevcccveccacccveccssoecece 1,693 62 
Straits Settlements ceocceccccececeecsce 669 438 
Other British East Indies ..cccoceeees 14 - 
British Guiana coccoescceccccccscccces 4,048 892 
British Honduras cconeeccovacsceccence 160 1,330 
British Sudanocccescoscccvcccevccovcsces 13 1 
British West Indies < 

Barbados ccccscccccccccccsccsccsecs ey S6L py Bs 


JOMBLCA caascccagucesencesosesaeses TmEgTTe 2,910 

Trinidad and Tobago cescescosscoees 3049 2,632 

Other British West IndieS .ceccoeoo 1,470 2,849 
Falkland [slands ceoccccevceescaccvece - ~ 
Gibraltar ccscocccesecveeccescec000000 ~ 13 
Hong Kong ccoccececcccecvccescccccccece 688 1,407 
Malta ccoceoccceccvccccsvceesecoccccees at 366 
Newfoundland .ccccccsocccescoceccccses 1,561 6,880 


Oceania - 
Australia @SooeGeocooacooeo0eee 920008208 6,260 4,765 


Fiji @2ceoeeseosooeoeoeesoo2e020e2 920908 2,978 143 


New Zealand eeoeaeeoeeeoeoooo 0eo0ee000090 1,509 4,573 
Gther Oceania: sc<sckcccudesccosssas = kg! : 


Palestine @eceae@dveoeoee20202 60090939 868 @eeso000 16 36 
42,527 49 ,158 


- Tet 
C... United States 

In the last twelve years Canade's commodity trade 
balance with the United States has been adverse, on the average 
to the extent of $225,000,000 per year. The important invisible 
items in the international accounts are tourist traffic, interest 
and freight. Heavy net interest and freight payments must be made 
to the United States while Canada has a large balance in her favour 
from tourist traffic. As a matter of fact, tourist receipts have, 
during the lest few years, been sufficient to more than offset our 
payments for interest and freight. Other invisible items approx- 
imately offset each other. 

In some years heavy shipments of gold, of which Canada 
is now producing over $50,000,000 per year, have further reduced the 
adverse balance. 

For many years until 1931 no difficulty was experienced 
in meeting our edverse balance. Expansion had been so great that 
capital movements were easily adequate to meet it. Indeed, in the 
period 1924 to 1928, Canadian prosperity was such that we became, 
during those years, a capital exporting country. In 1929 and 1930 
we resumed the rolé of capital importers. 

In 1931 the meeting of our obligations to the United States 
became more difficult since the flotation of capital issues in New 
York ceased in the latter part of the year. Details of the inter- 
national account are set out in the accompanying table which shows 
how balance was achieved. Tourist net receipts offset net interest 
and net freight payments and other invisible items approximately 


balanced. Almost $70,000,000 gold was shipped. 


= Aue 


ESTIMATED BALANCE OF PAYMENTS 
CANADA AND THE UNITED STATES _ 


(000's omitted) 


Exports Imports 


Visible Visible 
and and 
Sune nay Invisible Invisible 
$ 9 


1. Commodity Trade - Recorded merchan- 
dise exports and imports .ooccccesces 266,682 393,776 
Deductions for settlers’ effects and 
other non-commercial imports eccocee Spebe 14,817 
Unrecorded imports of shipS .cecccece = 5, Ree 
Real Total of Commodity Trade coccesee 261,470 378,959 


2. Exports and imports of gold coin, 


bullion & subsidiary coin coccecccese 69,557 1,945 
3. Freight payments & receipts NoOePe> cee 32,004 55,982 
4. Tourist expenditures ooccccocccsecseoe 200,158 56,902 
5. Interest payments and receipts c.ececeo 40,505 153,018 
6. Immigrant remittanceSs.ccceccocsscocsce 8,233 7,849 
7. Government expenditures & receipts ... 4,900 3,625 


8. Government receipts, reparations coos. - ~ 


9. Charitable & missionary contributions. 800 ~ 
10. Insurance Transactions e.coscesccceese L2,000 15,750 
ll. Advertising Transactions .cccerccsceess 2,700 3,500 
12. Motion picture royaltieS occcossceesce ~ 3,600 
13. Capital of immigrants & emigrants oe. 4,673 1,481 


14. accion of Canadian residents en- 
ploye in {ie Oe A. eeeos oc eooe7e0008 8089 1,857 “ase 


15. Allowance for exchange on N.Y. pay- 
ments @oeoHOeGOKRBeSCO9HOHTHESSHFF7XBH9 SECTS BZHSLHOEBO ae 5,000 


16. Allowance for known omissions such as 
direct magazine subscriptions, enter- 
tainers, radio, etc. eeeo0e0anese 820008000 = 4,500 


17. Difference between all exports and 
imports esceeveetoeeoe29090520029009802900800 14,654 - 


TOTAL e©ce80eo00e000800080 692,111 692,111 


eo SE  eeeeee————————————————————— 


ee 


The most significant fact, however was 
@ reduction in our commodity adverse balance to 
$107,000,000, less than one-half of the average 
for the last twelve years. 

In view of the increasing difficulty 
of trading with the United States because of the 
latter's tariff policy (which has recently included 
copper and lumber) and the exchange barrier which has 
arisen through the cessation of capital movement from 
New York, it was inevitable that efforts should be made 
to reduce our imports from that country. It may also 
be said that, apart from other considerations, the force 
of circumstances impels the Dominion to seek other mar- 
kets in which she may purchese the goods she requires 
and in which she may sell her commodities to meet her 
obligations. The same circumstances force her to seek 
other sources from which to obtain capital for the de- 


velopment of her resources. 
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- FOREWORD 


Canadien Balance of International Payments 


1. "Balance of Trade" figures are frequently misinterpreted due 
to the persistence of an old doctrine long ago exploded that a nation's trade 
is in a healthy state when exports exceed imports necessitating an import of 
gold to make up the difference. Trade was then said to show a "favourable 
balance". This theory only took account of the "visible" or commodity items 
of trade, wherees a true statement of a nation's international position can 
only be known when not only the commodity items are considered, but also the 
"invisible" items such as interest, freight, immigrant remittances, financial 
services, tourist traffic, etc. In short, all debit and credit transactions 
must be considered - all the valuable things received from other countries 
must be balanced against all the valuable things transferred to other coun- 
tries during a given period of time. This account mst balance; if it does 
not balance the fault lies with the inadequacy of the estimates for individual 
items. Many of these estimates are bound to be rough approximations. Errors 
and omissions are inevitable. Where direct estimates of capital borrowings 
and lendings are not made, it is customary to regard the balancing item as 
representing the net capital movement and the inevitable margin of error. 

2. A nation's balance of international payments, therefore, may be 
defined as a tabular presentation of the amounts of the various visible and 
invisible exports and imports of the country, so arranged as to show their 
comparative size and interreletionships, their influence upon foreign exchange 
and upon international gold movements. Such 4 compilation is indispensable 
for a study of the country's financial and economic position and policies. 


Among its more important uses may be mentioned the following: 


Mg aN 


(1) It gives a comprehensive picture of a country's internetional 
debits and credits and how they are balanced. 

(2) It shows the extent of international borrowings and lendings. 

(3) It shows the magnitude of individual invisible items, such as 
interest, freights and tourist expenditures in international transactions. 

(4) It explains exchange disturbances and the effect of inter- 
national financial difficulties. 

(5) It furnishes data for judging economic tendencies and for guid- 


ance in the formulation of fiscal, financial and commercial policies. 


‘ 


CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
re Ove: 


Balances from 1929-1932 
1. In 1931, Canada's balance of international payments had shown 
an excess of credits over debits (excluding capital movements) amounting to 


approximately $28 million, which compared with an excess of debits amounting 


to $159 million in 1930 and $65 million in 1929. The.1932 balance of payments 
statement shows an excess of credits (exclusive of capital movements) amount-— 
ing to $72 million. Commodity trade was favourable to the extent of nearly 
$80 million. There was. an unfavourable balance of "invisible" items (all 
items exclusive of commodities, gold and capital, and including the omission 
and error estimate) of $123 million. Net gold exports in terms of Canadian 
currency were $67 million. Gold and commodity favourable balances less the 
unfavourable balance in invisibles, leaves a net favourable balance of $23 
million. 
Error and Omission Estimate 

e. If there were no omissions nor erroneous estimates in the bal- 
ance of payments statement, the difference between all debits and credits, 
exclusive of capital movements, viz., $72 million, would be the correct figure 
for the net outflow of capital during the year. Since much of the data in- 
cluded in this calculation must be the result of estimation,and since it is 
inevitable that in such an extensive inquiry some items will elude detection, 
then the difference between debits and credits will contain errors and omissio 
as well as capital movements. 
Direct Estimate of Capital Movement 

5. For this reason, the indirect evidence of capital movement fur- 
nished by the balance of payments statement should be supplemented by an in- 


vestigation designed to arrive at a direct estimate. Available data on capit 


oR 
movements in 1932 may be summarized as follows: 


(000's omitted) 


a 


dq) 


Sale and purchase of securities, including 


repurchases, redemptions, sinking funds, etc. 100,000 150,000 
Maturities paid during the year cceccesseevsees 75,000 
Direct investments by other countries in Canada 2,000 
Net outflow of capital ceorceececcscsecccvvcres 23,000 


175,000 175,000 


ee 


Interpretation of the Capital Figures 


4, It will be seen from this estimate that, on balance, there was 
an export of capital from Canada amounting to $23 million. Since this is $49 
million less than the difference between all debits and credits in the balance 
of payments statement, the latter emount mst be taken as the error and omission 
estimate. While it is true that the export of capital amounting to $175 million 
exceeded imports amounting to $152 million by $23 million, a large proportion 
of the capital Stork was for the purpose of meeting maturities and redemptions. 
Maturities alone amounted to $75 million. If the latter amount is deducted 
from our capital exports without considering other deductions for redemptions, 
sinking funds, etc., the table indicates that Canada was a capital importing 
country to the extent of $52 million. 


How Balance was Achieved 


5. Consideration of these data setting forth the details of the Can- 
adian balance of payments will reveal how balance in international accounts was 


achieved. 


‘ 
{ 
Commodity Trade 


6. Commodity trade declined still further in 1932. In 1931, exports 


were $608 million against $497 million in 1932. Imports were $612 million in 
1931 and $417 million in 1932. Last year, however, was characterized by a 
greater fall in imports leading to a favourable balance of $80 million, while 
in 1931 exports and imports were nearly in balance. This was, of course, an 
important factor in easing the situation as regards payments abroad. 
Gold Movements 

7. Gold again was a very important item on the credit side of the 
Canadian balance sheet. In Canadian currency, there was a net export of $67 
Million. This lerge export left reserves a little reduced as compared with 


the previous year. 


CANADIAN GOLD STOCK 
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(000's omitted) 


Gold held by 
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Pamieast Else- 
Canada where 


and by Banks] Finance Total 
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held by Central Dominion Stocks 
Canadian Banks Gold Notes and 
Reserves |Savings Bank 
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eed 


$ $ $ $ $ 
December 1925 ..... | 49,915 | 18,772] 18,910 137,858 226,455 
" 1926-.c05 [9445828 | 987 962i ynee 910 131,195 230,595 
f 1927 ...e. | 48,061 | 28,458] 21,245 130,735 228,497 
" 1926 reeves ‘|eaerons tlh iso, pes fa‘eeorest 93,517 190,971 
" 1929 ....- | 46,852 | 26,442] 14,632 62,995 150,920 
" 1930 ..... | 47,403 | 36,636] 13,632 96,212 193,882 
" 1931 ..... | 45,961 | 19,856] 10,682 66,960 143,459 
" 1.932 as exist (ART SOT GoAIhS, 2a7 |Laslasnge 73,044 137,389 
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Tourist Expenditures 

8. Expenditures of tourists, as was to be expected, were lower in 
1932. Receipts were $212 against $251 million in 1931 and payments $57 million 
against $76 million. Nevertheless, a favourable balance of $150 million was 
achieved. This constituted the largest credit balance in our international 
accounts. 
Interest Payments and Receipts 

9. By a wide margin, net interest payments constituted the most 
serious adverse item. Interest payments abroad amounted to $248 million against 
which there were receipts of $56 million, a difference of $192 million. 
Other Invisible Items 

10. Among other invisible items the chief net debits were: 
Freight $20 million, and exchange $14 million. The principal net credit was 
insurance which amounted to $7 million. 
Summary 

1l. Freight, interest and exchange together accounted for $226 


million out of $287 million net debits (including error and omission estimate) 


in Canadian international payments in 1932. Other invisible items made up the 


remaining $61 million. Commodities, gold and tourist traffic yielded net cre- 


‘dits totalling $297 million out of $310 million. Other invisible items made 


up the balance of $13 million. Canada's exports (visible and invisible) ex- 
ceeded her imports (visible and invisible) largely because of the necessity of 


Meeting maturities abroad. 
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and 
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1. Commodity Trade ~ Recorded merchandise 
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TOTAL eeooeGeoeeooo0e ooo0s0 0 SH0900 1,770,669 1,770,669 1,774,247 1,71 
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(1) Included in Commodity Trade since 1928. 
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(2) This item reprksents net capital movements and errors and omissions. 
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LANCE OF INTERNATIONAL PAYMENTS, 1926-1932 
(000's omitted) 
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ESTIMATED BALANCE OF PAYMENTS BETWEEN 
CANADA AND GREAT BRITAIN 


Limitations of This Estimate 


1. An attempt has been made to compile a separate statement of inter- 
national payments between Canada and Great Britain and Canada and the United 
States. Its limitations are admitted. If a general statement of international 
payments can only be considered an approximation, one confined to transactions 
between two countries must be subject to a wider margin of error. For a number 
of items, data are available only for total debits or credits and not by coun- 
tries. In such cases, arbitrary guesses have sometimes to be made regarding 
the geographical division. 

Means of Balancing Payments, Great Britain-Canada 
2. In the case of Great Britain, however, the principal items are the 
commodity trade and interest receipts and payments, the figures for which are 
not subject to arbitrary estimation. In 1932, Canada had a favourable commodity 
trade balance with Britain amounting to approximately $103 million, but an un- 
favourable balance in interest payments of approximately $79 million. As all 
other items, exclusive of capital movements, nearly offset each other, a differ- 
ence of $24 million favourable to Canada remained. This belance, however, was 
again offset by capital items, including debits of $50 million and credits of 
$24 million. Only a small balance of slightly over $1 million remained unac- 
counted for. 
; Complexity of Settlement Process 
3, This near approach to balance should not be taken as conclusive. 
Our debits and credits with London would not be settled on the basis of our com- 
_ mercial transactions in goods and services with that country alone. London is 
_ the clearing centre for most Empire countries. Our debits and credits with 
; India, Australia and Fiji, New Zealand, South Africa, etc., would probably mostly 
4 be settled through London. It is the clearing centre for many foreign trans- 


actions as well. So that in the end we might find that, although on the basis of 


Ra = ke 


. our transactions confined to Canada and Great Britain alone the accounts were in 


i balance, when all transactions settled through London were taken into considera- 


_ tion, we might be debtor to London or vice versa, The situation is still further 


complicated by the fact that London transactions mostly come through New York. 
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ESTIMATED BALANCE OF PAYMENTS 
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CANADA AND GREAT BRITAIN 
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Exports Imports Imports 
Visible Visible Visible Visible 
and and and and 
ee yi sipte. | invigiple | Tovisible: (inv e.uloee 
> 
1. Commodity Trade - Recorded 
merchandise exports and 
LMpPOTGS -d:ersie viele oscile sisjeye.e's 172,461 109,470 179,094 93,508 


Unrecorded import of ships |. faible Ul sey eNO tee 
172,461 109,970 179,094 
Deductions for settlers! 
effects and other non- 
commercial imports ose. | | &,8ee | 1,559 | 
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Deduction. for overvailuation|) .°02. i) |..e0 475005 
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coin, bullion and subsid- 
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5. Freight payments and re— 
CELPtS, NeOePo ecoovcecce 10,505 9,928 
4. Tourist expenditures ..... 9,900 12,708 
5. Interest payments and re- 
COMPUS! iste SWialne cele ass 00 5,706 02 R56 
6. Immigrant remittances .... S11 3,060 
7. Government expenditures 
and TeCelpts covcesccere 5,550 4,445 
8. Charitable and missionary 
CONtTIDULIONS .esesccoes 100 _ 
9. Insurance transactions ... 10,000 4,100 
10, Advertising transactions . e250 1,500 
11. Motion picture earnings .. - 150 
12. Capital of immigrants and 
CMLgTANtS orsscecssscccecs 584 2205 
13. Allowance for exchange on 
interest and maturity 
payments and receipts .;. 4,500 - 
14. Known omissions, such as 
direct magazine subscrip- 
tions, entertainers, etc. = 400 250 


15. Sale and purchase of secur 
ities including repur- 


chases, sinking funds, etc - ~ 30, 000 
16. Direct investments .secees - ~ - 
ies Maturities eeco0ends 0232082383808 — - 20,000 


18, Difference between all 
debits and credits, in- 
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ESTIMATED BALANCE OF PAYMENTS BETWEEN 
CANADA AND THE UNITED STATES 


1. During the twelve years prior to 1932, Canada's commodity trade bal- 
ance with the United States was adverse, on the average, to the extent of $225 
million per year. The important invisible items in the international account are 
tourist traffic, interest and freight. Heavy net interest and freight payments 
must be made to the United States, while Canada has a large balance in her favour 
from tourist traffic. As a matter of fact, during the last few years, tourist re- 
ceipts have been sufficient to more than offset our payments for interest and 
freight. Other invisible items practically balanced. In some years, heavy ship- 
ments of gold, of which Canada is now producing about $60 million per year, have 
further reduced the adverse balance. 

@. For many years until 1931, no difficulty was experienced in meeting 
our adverse balance. Expansion had been so great that capital movements were 


easily adequate to meet it. Indeed, in the period 1924 to 1928, Canadian pros- 


_perity was such that we became during those years, a capital exporting country. 


In 1929 and 1950 we resumed the role of capital importers. 

3 In 1931 and 1932 the meeting of our obligations to the United States 
was much more difficult because the flotation of capital issues in New York ceased 
in the latter part of 1931. Details of the international account for. 1931 and 
1932 are set out in the accompanying table, which shows how balance was achieved. 
In the latter year, tourist net receipts practically offset net interest, freight 


and exchange payments. Gold shipments in Canadian funds amounted to $67 million. 


Other invisible items were adverse to the extent of approximately $10 million. 


~The commodity adverse balance which had declined to $107 million in 1931, less 


3 than one-half the average for twelve years, was still further reduced to $85 mil- 


— o> 


lion. Capital items included debits of $55 million for maturities, $65 million 


for other capital debits and $123 million credit for sales. 
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Summary 

4. Canadian debits to the United States in 1932 ta.be brought into 
belance required (a) greatly reduced imports, thus lowering the unfavourable 
balance of trade; (b) a credit of over $160 million in tourist traffic; (ce) 
net gold shipments aggregating $65 million; (d) United States investments in 


Canada in securities and direct items of nearly $125 million. 
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ESTIMATED BALANCE OF PAYMENTS 
CANADA AND OTHER COUNTRIES 
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ESTIMATED BALANCE OF INTERNATIONAL PAYMENTS FOR CANADA 
EE  SAIMENTS FOR CANADA 
PRELIMINARY STATEMENT FOR 1933 


: A preliminary statement of the Canadian Balance of International 
Payments issued by the Dominion Bureau of Statistics sets forth the debits 
and credits of the Dominion International accounts for the year 1933, 

While a good deal of information is not yet available upon which to base a 
final statement, the prélimninary estimate, though subject to correction at 


a later date, is sufficiently accurate to bring out the salient features 
of last year's transactions, 


Outstanding among the data presented is the fact that in 1933 
the task of amassing sufficient international credits to meet inter- 
Mational debits became easier. Tn 1933 the net flow of capital was inward 
whereas in 1931 and 1932 it was outward. How this easier situation was 


achieved is seen by reference to the individual items which constitute the 
yalance statement, 


Commod ity and Bullion Trade 


| Commodity trade had a favourable balance amounting to $145 
Million as compared with one Of 960 million in 1932, Wet mold exports in 
rms of Canadian funds were $92 million as compared with $69 million in 


952. This large increase wags due, of course, to the heavy premium pre- 
M@iling on gold. 


Tourist Trade 
axvetw be stad? 


: Tourist expenditures were favourable on balance to the extent of 
'60 million which compares with $155 million in 1932. This drastic 

lecline was due not only to a failing off in the number of tourists but 
liso to a lower average expenditure per tourist. Rk wart cree ee 


Interest Receipts and Payments 
a, 


Among the items showing net debits, interest and dividend 
eceipts and payments is the most important. It is estimated that the net 
ayment amounted to $225 million. This compares with $192 million in eas 
fe increase being accounted for by improved sources of information or 
Qterest and dividend payments and also because of back remittances made 


y Branch and Subsidiary plants after the disappearance of the discount on 
a@ Canadian dollar. 


L Exchange 


he The recovery of the Canadian dollar on the New York market 
ehdered the bill for exchange payments in 1933 very much less than in 
#92. It is estimated that there was a net debit of 99 million on this 
tem as compared with one of $14 million in 1932. Tho rise in sterling 
lotations at Montreal partially offset the gain in Canadian-New York 
mehange. While the better exchange situation was a favourable influence 
1 the balance of payments, it should be noted that the rise in exchange 
#S in a large measure an effect of the more favourable situation regard- 
ng international peymenis, 


a Miscellaneous Debits and Credits 

b Freight payments were adverse to the extent of $15 million; 
Wernment expenditures by $3 million; advertising by $14 million; and 
tion picture earnings by $4 million. The flow of insurance payments 
Owed a net credit of 4 million. 
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Capital Itcoms 


During the yoar 1933 it is cstimatcd that the salo and purchase 
of sccuritics between Canada and outside countrics reachcd the Large 
total of $600 million. There was heavy buying abroad of Canadian mining 
Stocks and Canadian government bonds, but Canadian purchase of their own 
and forcign sccurities from other countrics rcachcd $250 millions In 
addition to the purchase of this large sum in svcurities by Canadians, 
our governments and corporations retired $40 million in bonds owned 
abroad which had reached maturity. Dircet investments are estimated at 
plz million, On balance we were importers of capital to the extent of 
961% million. This import, comparing with capital exports in.the two 
preceding ycars, was anothcr important factor in casing the situation 

with regard to the accumulation of credits to mcot our international 
debits, 


Summary 


Credit balances of $146 million for commodities, $92 million 
for gold, $60 million for tourist tradc, amounting in all to $298 million, 
were more than sufficient to meet net dcbits of $225 million for interest, 
gL5 million for freight, and $9 million for cxchange, totalling $249 
Million. Minor invisible items showed a net debit of $8 million, The 
potal net credit, exclusive of capital, was approximately $40 million 
Which, plus a net credit of approximatcly 962 million, representing 
Capital inflow, makes a total of $102 million for which no debit items 
appear, An crror and omission estimate is thercfore addcd to bring the 
‘two sides of the international accounts into balance, 
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ESTIMATED BALANCE OF INTERNATIONAL PAYMENTS FoR 
$NA PAYMENTS FOR 
CANADA 
PRELIMINARY STATEMENT FOR 1933 
(000's omitted) 


Exports Imports Net 
Visible Visible Debit (-) 
and and or 
° invisible Invisible Credit (+) 
P 
1. Commod.ty Trade (Corrected by de- 
duction of non-commercial items, 
PHeevoOsMetsons veto.) eyes. 935,000 989,250 .+ 146.0 
2. Exports and imports of gold coin 
NOU LOM ss due vey ee uivie 4s sie witha Pig 66,000 850 BP Ono abs 
5. Correction for gold movements to 
convert to Canadian currency ....; 27,000 O00) be BEG 
4. Freight payments and receipts, n.o.p.. 4.0 ,000 55 , 000 oo Rae A 
a Louris texpendititres fis.) .0. 6. ceee 110,000 50,000 #7) 60),.0 
6. Interest payments and PECSIDUS «se 50,000 275,000 = gro a0 
7. Immigrant remittances Slit mre aehare so eve 5,000 6,000 a 1.0 
8. Government expenditures and receipts 6,500 9,200 50 
9. Charitable and missionary con- 
PEiIDUtiOns: fala Me. oie: Sieh slepanene 1,000 1,000 = 
10. Insurance transactions ....... sinieuaee 15,000 11,000 + 4,0 
il. Advertising transactions Shi elin wt wean 9 45.000 35,000 = te 
12. Motion picture So COA TOBY gia i. wl aleieis = 4,000 % 4.0 
| ar Capital of immigrants and emigrants 4,000 0,200 + 210 
74. EHarnings of Canadian residents 
employed in WD ei crx, este 28 Tee bee 700 7, + atl 
15. Exchange London and New York on 
interest and maturity payments 
EMOVECS OSLO US) ee sisit Seose ate cs ag setae ga 3,000 L2 4000 = g.0 
16, Miscellaneous items such as direct 
magazine Subscriptions, artists 
and entertainers receipts, radio 
4 programmes , CtC. Cv ee eT ee THO er ee ® ae 4,000 — Ace ©) 
2. Difference between debits and 
| poedive ashiabovie wR. ea =} 40,500 
ee ee ON ENE Ls ah al 
| 864,700 864,700 
Mee Sale and purchase or securities sian ne SSO. 000 250;000' + 100.0 
Me Maturities ............ ea et ek er - 40,000 - 40.0 
20. Parect investments ..\....a; oelauie! eee 1,500 - + 1.5 
al. Bee teelow or capital sues. thack set - 61,500 
! 5 nhs ni ee ek alee ey SL En 
3 Sos S00 mol, 500 
fer Total debits and credits .......... 1, 26200). 1 Saad 
23. Meteerrors and ‘omissions ..0:...... - 102,000 
| Parsee Gy ip ae Ca ee 
Beebe. eO0 . P16 “200 
——————— SS acta ano SS STE aS NE SRST GT ——————————— OO STORER 
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j SSEIMATED BALANCE OF INTERNATIONAL PAYMENTS FOR CANADA 
— = 


PRELIMINARY STATEMENT FOR 19534 

i aneA 2 7PM RE RRR A zr 
A preliminary statement of the Canadian Balance of International 
ayments issued by the Dominion Bureau of Statistics sets forth the debits 
nd credits of the Dominion International accounts for the year 19354. 
hile complete and final information will not be available until later in 
he year, sufficient data are available to permit the presentation of the 
alient features of last year's transactions. 


Commodity and Bullion Trade 


Commodity trade, adjusted for the purpose of the Balance of Pay- 
ents statement, shows a favourable balance of $145 million. Net gold ex- 
orts in terms of Canadian currency reached a total of over $94 million. 


Tourist Trade 


A preliminary estimate of tourist expenditures shows a favour- 
ble balance of $84 million which compares with $60 million in 1933. 


Interest Payments and Receipts 


Interest payments and receipts showed the usual heavy adverse 
lalance. It is estimated at $230 million as compared with $225 million in 
933 ° 


Miscellaneous Debits and Credits 


r Among these, freight receipts and payments, n.o.p., is the most 
mportant. An adverse balance of: $21 million is shown. Other debit — 


xpenditures, $14 million; motion picture earnings, $2 million; and 
undry items, $44 million. Remaining credit balances included, charitable 
ind missionary contributions, $4/5 million; insurance transactions $A 
lillion; advertising, $$ million; immigrant and emigrant capital, da 
fillion; and earning of Canadian residents abroad, ot million. 


Capital Items 


I It is estimated that the sale and purchase of securities between 
anada and outside countries attained a figure of $650 million. Other — 
Ountries purchased Canadian securities to the extent of $350 million (ins 
Mluding $54,730,346 new issues floated in Great Britain) but Canadians 
jurchased securities abroad (including repurchase of Canadian securities) 
70 the extent of $300 million. “In addition to these considerable transac- 
sions, Canadian corporations and governments retired $75 million of bonds 


Y outside countries in Canada are estimated at $5 million. On balance, 


therefore, Canada exported capital to the amount of some 920 million. 


Summary 

| It will be noted that the debit for interest and dividend pay- 
fents was $230 million. Maturity payments were $75 million. These two — 
items together amount to $305 million. Commodity, tourist and gold credit 
Mlances totalled $323 million and thesc, less 518 million, were required 
tO meet the interest, dividends and maturitics. The balance of $18 million 
just about offset a freight deficit of 621 million. Remaining debits 
mounting to $10 million plus the ‘3482 million debit for untraced items 
(errors and omissions) were balanccd by sundry credits of $63 million plus 
yapital credits on the sale and purchase of securities and direct invest- 


nents. 
G7- 20] 


| 
| 


jalances were, immigrant remittances, $15 million; government receipts end 


hich were held abroad and which had reached maturity. Direct investments © 
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ESTIMATED BALANCE OF INTERNATIONAL PAYMENTS FOR CANADA 
PRELIMINARY STATEMENT FOR 1954 


(000's omitted) 


Nenncncrrrrnc ee SY 


|. 


Exports Imports | Net 
Visible Visible | DebrG, (-) 
and and | or 
Invisible a i Credit (+) 
a. Commodi ty Trade eewneeeeeee eee eee & @ 645,000 500 ,000 + 145,000 
8. Exports of gold coin and bullion . 95,000 800 | + 94,200 
3. Freight payments and receipts, 
‘NleOePe @esxseeueveveee2e eer ee seven eee © @ 47,000 68,000 21,000 
4. Tourist expenditureS ....cecccrcvee 138,000 54,000 | + 84,000 
5. Interest payments and reccipts ... 60,000 290,000 | = 230,000 
6. Immigrant remittances .errveeecreces 6 ,000 Vigo" | = 1,500 
7. Government expenditures and 
receipts erceovesevneeoseeree eevee 8,000 9,250 = 1,250 
8. Charitable and missionary 
CONTTIDUTLONS ceccecerereverecece 2,000 LD aoOu 800 
9. Insurance transactions ,...se.ceees 16,000 12,000: pit 4,000 
10. Advertising transactions ...-+sse+s 2,000 1.5500.1.+ 500 
ll. Motion picture carningS -.e--eeees 2,750 |'= Aeao 
12. Capital of immigrants and emigrants 3,250_{ + 750 
13. Earnings of Canadian residents Pe 
| employed in U.S.A. aseecerecoeee i, aan Ada. 
14, Sundry items (direct magazine sub- 
| scriptions, entertainers’ 
| receipts, radio programs, ctc.). 4,500; - 4,500 
15. Balancing items -- 
: (a) Net capital export (sec © 
capital statement) .-.ce-ocees 20,000 
(bo) Net errors and omissions ....- - 48,750 
1,025,500 | 1,025,500 | * 68,7504. 
Capital Movement 
(soos omitted) 
° adr. 
1. Sale and purchase of securities .. 350,000 300,000 | + 50,000 
Be MAtUTIticS .cccercceseressccccesece = 75,000 | - 75,000 
Se Direct investments eocreveeccecers 5,000 + 5,000 
4. Balancing item -- 
Net outflow of capital funds ... 20,000 a 
375,000 375,000 | - 20 ,000 


| 
| 
| 


amounting to $20,000,000. 


presently be traced and is attributed to err 


XX Tis net credit of $68,750,000 is accounted for by net 
The balance, $48,750,000, 
ors and omissions. 


cannot 


capital export 
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| | ESTIMATED BALANCE OF INTERNATIONAL PAYMENTS FOR CANADA 
ee 
Preliminary Statement for L256 


The Peery, statement of the dane an. Balance of Inter- 
tional Payments issued by the Dominion Bureau of Statistics presents 
rovisional esti a of the current items of goods, services and gold and 
he principal capital items in Canada's international accounts for the 
fear 1956. Whiie complete and final information will not be available 
intil later in the year, sufficient data are now available to permit the 
me eo eaton of the sauietiew: features of last year's transactions. 


In interpreting the statement, the conditions which would accomp- 
ny a theoretically perfect statement must be borne in mind. [If the 
jstimates of the current and capital items were absolutely correct and all 
Mclusive, the balancing item (No. 16) of the current account and the 
Yalancing item of the capital account (No. 5) would be equal. The 
lifference between these two amounts in the accompanying statement ($90.7 
Million) represents either errors in the computations or the omission of 
WPansactions which could not be traced at the time the tables were prepared. 


A large credit balance arising from the exceptionally large 
ixcess of commodity exports was the most striking feature of Canada's 
valance of international payments for 1936. In addition to this expansion 
jm the commodity trade, the two other principal sources of credit balances, 
‘he trade in gold and the international tourist traffic, also resulted in 
larger net receipts. Although the dividends paid to investors outside of 
fgnede were larger, the net payments made for interest and dividends and 
‘or the miscellaneous transactions, such as freight, government expendi- 
jures, etc., were more than offset by the large surplus credits already 
‘eferred to. Consequently, on current account there was the impressive 
yalance of $318.2 mili. ion remaining after all Canada's current payments 
thich have been estimated in this statement for the year were made. This 
jarge surplus of credits, therefore, was available for the transfer of 
japital funds from Canada. 


ie Chief characteristics of this movement of capital during the 
"ar are revealed in the win daly oe account which points to a net outflow of 
Japital funds from Canada of $227.5 million. The purpose of this outward 
apital movement was for the rei nanene of Canadian securities held by 
imvestors abroad, the net retirements for the year being $145 million, as 
fell as the large net payments connected with the operations of British 
md foreign branch and subsidiary plants in Canada and Canadian branch 
flants abroad, etc. 


Summary of Balance of Payments Transactions, 1936 


a 

ft (In millions of dollars) 

tr: Net Credit (+) 

}. or Debit (-) 

m Commodity trade ........... 80/5 eh a Sa: +326.9 

be ee ee Te NG POLL VOM \ 0 ciale, Slane. 0 ae aneie queere bus 4125.8 

TOMrist trade” leis. 2! t Sake. Marat ott i vaabale tartahe ments +165 .0 
Interest and dividend receipts and payments. -250 .0 
Miscellaneous transactions .........-. Pa ee oh - 49.5 

- Net credits on current account ...-eeeeeeees +#318.2 

— Net dehits on capital account ....... wile Uailssietie je {Bev so 

We Errors or omissions ..+...e... Pritt eae s + 90.7 


| Of the $318.2 million surplus credits revealed by the current 
(ecount, there have been $227.5 million accounted for in the capital 
iccount by the net outward transfer of capital funds from Canada. 


The net difference between these amounts ($90.7 million) is made 
ip of errors or omissions in the estimates. 
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Current Account of Goods, Services and Gold 


Commodity Trade.--Commodity trade figures exclude exports of 
aon-monetary gold bullion but include exports of gold-bearing quartz. Tuey 
aave also been adjusted for the purpose of the balance of payments state- 
gent by excluding certain non-commercial items. Tue resulting credit 
Xalance is $326.9 million. 


Gold Coin and Bullion.--This item includes exports of non- 
monetary gold bullion and earmarked gold. The net credits resulting from 
zold transactions were $125.8 million. 


Tourist Expenditures.--The credit balance shown by this prelim- 
Inary estimate was $165 million. Final calculations of these expenditures 
aay differ substantially from this estimate. 


Interest and Dividend Receipts and Payments.--The debit balance 
yroduced by these transactions was $250 million. This estimate of 
interest and dividend receipts by Canada is the result of a downward re- 


hho * 
rision of amounts previously shown for recent years. 


| Miscellaneous Transactions.--Miscellaneous transactions produced 


anet debit balance of $49.5 million. This amount represents the excess 
of the debit balances arising from freight receipts and payments, 


immigrant remittances, government expenditures and receipts, charitable 
and missionary contributions, insurance transactions, motion picture earn- 
Ings, capital of immigrants and emigrants, and miscellaneous payments, 
dver the credit balances from advertising transactions, ‘and the net 
garnings of Canadian residents employed in the United States. 


Capital Account 


} During 1936 the international trade in outstanding securities 
detween Canada and other countries totalled $818 million. This total 
rade was divided almost equally between sales and purchases. The sales 
of securities to investors in other countries were $410.5 million, while 
jurchases of securities abroad by residents of Canada were $408.0 million. 
fost of these security transactions were between Canada and the United 
States, although transactions with Great Britain were a substantial part 
of the trade. Canadian purchases from the United States exceeded sales, 
whereas in the trade with Great Britain purchases by Canadians were 
exceeded by sales. Although most of these dealings were in Canadian 
Becurities, the volume of transactions in other securities was large, par- 
bicularly in United States common and preference stocks. 


| In addition to this international trade in outstanding securities, 
ere was the important retirement of $255 million Canadian bonds and de- 
bentures held abroad. Part of these were refinanced at prevailing low 
Interest rates by the receipt of $110 million from the sale of new issues 

9f Canadian bonds and debentures mostly in the United Stutes. Besides 
these, there were sales of new issues of securities in the United States 
for the purpose of developing the operations of Canadian companies in the 
SInited States which have not been included in these totals. 

| 


l These retirements effected a reduction of the indebtedness, 
Orincipally to the United States, of some Canadian governments and corpor-~ 
mons: Refinancing of part of the retired issues by securities at lower 
interest rates will also reduce future annual service payments on Canada's 
foreign-owned bonded debt. This reduction in future payments of interest 
Abroad constitutes a most important long-run consequence of the capital 
Pperations during 1936. 


/ Some retirements of foreign issues held by Canadians and the sale 
PE certain new issues of foreign securities to Canadians during the year 
dave not been included in the statement. These transactions, however, were 
not large. 


The capital item of $85.0 million described as "other known 
sapital movements" is a net figure showing the approximate payments from 
Janada arising principally from the operations of the numerous British and 
foreign branch plants in Canada and from the operations of Canadian firms 
Jutside of Canada. The net result of the international business of 
Janadian trust companies is also included under this item, as well as some 
tor i short-term movements of funds which have not been otherwise provided 
a 


or in the statement. Certain undifferentiated items of current payments 
ecount for a part of this net outward movement. 
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ESTIMATED BALANCE OF INTERNATIONAL PAYMENTS FOR CANADA 
Preliminary Statement for 1936 


Current Account of Goods, Services and Gold 
(In millions of dollars) 


Exports Imports Net 
Visible Visible {Debit (-) 
and and or 
Invisible|Invisible|credit (+) 
> 2 
m™, Commodity trade (adjusted) ....ccecuyecs 4326.9 
2. Exports and imports of gold coin and 
PME Mls) | bea. a uta al n)iey 0 oejexatia @ alae. 6 Scie ysis, 8 \eNeie +125.8 
%. Freight receipts and payments, n.o.p. .. - 18.0 
mmrrourvet expendi tures..(2) .....-serstsaees +165,0 
5. Interest and dividend receipts and 
| payments .-.ssce- Shai tase halisere ties ticks te vi “sik piace cau -250.0 
6. Immigrant remittances .....-eeeeeeee sleuleess win ie 
7. Government expenditures and receipts ... Pt hed 
8. Charitable and missionary contributions. ie Oe 
9. Insurance transactions (net Tigure), eh. - 16.0 
Mmendvertising transactions ...scucsssccvices Felis 
\L. Motion picture earnings ....... bee tate te. ate oh) Owe 
12. Capital of immigrants and emigrants .... 7 LeG 
13. Earnings of Canadian residents employed 
| in the United States (net figure) .... ~6 - + 1.6 


4. Miscellaneous payments, including direct 

magazine subscriptions, entertainers' 

Serninrs, Ct .. (nob y LLSure). leieis's’e'e/etais - - 5.0 
2 


5.0 
15. Total credits and debits shown above ...| 1,481.0 L,.L62.8 +318. 
fe. Difference between credits and debits 
| as above (This difference is made up 
of capital movements and errors and 
Rese 516.2 


\ omissions) eeceoereereowre reer cro sa ee eee eew ee eee 
i4462.0 | 1 jae1.0 - 


Capital Account 
(In millions of dollars) 


Sales and purchases of securities ...... 
IRE CO TUS . ss <0 «95s 0's6 0,0 000 0 0a ee Unt #'e 
3. New series (including refinancing) ..... 
4. Other known capital movements (net) (3). 
Mes Balancing item -- 

eee OUtlLOW Of Capital LUNAS | swiss oie 'aters 


‘N.B. If the estimates of the current and capital items above were absol- 
utely correct and all inclusive, the balancing item of the current 
account (No. 16) and the balancing item of the capital account (No. 
5) would be equal. The difference between these two amounts in 

the above statement ($90.7 million) represents either errors in 

the computations or the omission of transactions which could not 

be traced at the time the tables were prepared. 


| 
| 


(1) Includes earmarked gold. Gold-bearing quartz is included in commodity 
trade. 

(2) Provisional estimate. Final figures may differ substantially. 

(3) Net movement of funds resulting from the operations of British and 
foreign branch plants in Canada and the branches of Canadian firms 
abroad, including the transactions of trust companies and known 
short-term movements of funds, n.O-p. 
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ESTIMATED BALANCE OF INTERNATIONAL PAYMENTS FOR CANADA, BRITISH AND 


FOREIGN “INVESTMENTS” IN CANADA, AND. CANADIAN INVESTMENTS: “ABROAD. 


Preliminary Statements for 1937 


The prelivinary statement of the Canadian Balance of International Payments 
.ssued by the Dominion Bureau of Statistics presents provisional estimates of the 
urrent items of goods, services and gold and the principal capital items in Canada's 
nternational accounts for the year 1957, While complete and final information will 
lot be available until later in the year, sufficient data are now available to permit 
ihe presentation of the salient features of last year's transactions. 


| A large credit balance continued to characterize Canada's current account in 
957. In other words, the credits received by Canada from the sale of goods, gold 

md services to other countries continued to exceed the payments made in connection 
faith imports of merchandise and the remittance of interest and dividends to investors 
‘esiding outside of Canada as well as other payments for miscellaneous services re- 
eived. There was available, therefore, this surplus of credits in the current account 
‘or the export of capital funds from Canada, 

| The principal aspects of the movement of capital during the year are shown 
n the capital account which traces a net outflow of capital from Canada of over 
200 million. 


Summary of Balance of Payments Transactions, 1937 
(In millions of dollars) 


Net Credit (+) 


_or Debit (-) 
EC PAW ET OOE yl cielaone clais dle saree as wie cga abistin letaihdhoheie edi Ravana +212 

| (CON. ‘0 | Se oepeeeenaeeeeee eoeeoeeseeoeeetteteoeeoeed eoeoeoee#e3eee#es +145 

POMUPAST: LEAS c.06 doves Ghietos Wwewane “euansi's OI OR Sane ae aks +170 
Interest and dividend receipts and payments......... -247 
Miscellaneous current transactions......... Melee esters -63 
MOGs Leda ca On Current, ACCOUN ts. ooierc vie oe ovslecreisveveccta < +217 

j Net debits on capital account (Outflow of cavital).. -208 
merora Or omissions........ hiaiatiatin ltetois ee ete callers Cais Venere ae " +9 


Of the $217 million surplus credits revealed by the current account, there 
ave been $208 million accounted for in the capital account by the net outward 
Pansfer of capital funds from Canada. 


The net difference between these amounts ($9 million) is made up of 
mavoidable errors in the computations or the omission of transactions which could 
ot be traced at the time the tables were prepared. 
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Current Account of Goods, Services and Gold 


The balance of credits from the export of merchandise, although much re- 
duced from the extraordinarily large balance in 1936, nevertheless, was very con- 
‘siderable compared with the balances of merchandise trade usually experienced. This 
reduction was partly offset by larger receipts from the sale of gold and by increased 
revenue from the international tourist trade. after allowing for greater payments 
for the transportation of imported merchandise and for increased dividend disburse- 
ments by Canadian companies to shareholders residing outside of Canada and for other 
current payments there remained a balance of credits in the current account amounting 
to $217 million. 


Commodity Trade--Commodity trade figures exclude exports of non-monetary 
gold bullion and gold-bearing quartz, which are included with other gold in the 
gold item. Other adjustments have also been mace for the balance of payments state- 
ment such as the exclusion of certain non-commercial items as well as merchandise 
imported by returning Canadian tourists, etc. The resulting credit balance is 
$212 million. 


Gold Exports and Imports--Earmarked gold is included in this item as well 
as gold bearing quartz, non-nionetary gold bullion and other gold coin and bullion. 
The net credits resulting from gold transactions were $145 million. 


Tourist Expenditures--The credit balance showm by this preliminary estimate 
based on incomplete data is $170 million. 


interest and Dividend Receipts and Payments--The debit balance produced by 
these transactions ; was $247 million. 
) Miscellaneous Transactions--Miscellaneous transactions produced a net 
debit balance of > $63 1 million. This amount represents the excess of the debit balances 
arising from freight receipts and payments, immigrants' remittances, the expenditures 
of governments, charitable and missionary contributions, advertising sran-xctions, 
motion picture remittances, capital of immigrants and emigrants and miscellaneous 
payments for other services, over the small credit talance from the earnings of 
international commuters. 


Capital Account 


Although during 1937 the trade in outstanding securities bettvsen Canada 
and other countries totalled more than $1 billion, the net movement of capital 
resulting from these transactions was negligible. This “» of particular interest 
in view of the development of unusual disturbances in the security markets during 
the year. 


The small net movement of capital connected with this international trade 
in securities was partly the consequence of offsetting capital movements between 
Canada and the United States on the one hand and Canada and the United ningdom and 
Other countries on the other. The movement of canital from Canada to the United 
States resulting from the trade in outstanding securities was almost entirely offset 
by the movements from the United Kingdom and other countries to Canada. The volume 
Of Canadian repurchases of Canadian common and preference stocks from the United 
States was substantial while the United Kingdom and other countries on balance 
bought Canadien stocks. 


) Besides this trade in securities there was the retirement of $170 million 
of Canadian bonds which were held abroad, mostly in the United States. Many of 
these issues matured during the year but a considerable number of corporation issues 
were called for redemption, especially in the earlier part of the year. The decline 
in retirements in 1937 compared with the much heavier volumes of issues retired in 
1935 and 1930 represents the most important change in Canada's international capital 
transactions during the year. The largest part of the new issues sold abroad were 
connected with refinancing operations, only a small part representing the borrowing 
of new capital. 
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The item insurance transactions represents a provisional estimate of the 
net international remittances connected with the operations of insurance companies. 


The capital item “other known capital movements" is also a preliminary 
estimate, representing the movement of capital arising principally from the opera- 
tions of international “branch plants", British and foreign branches in Canada and 
Canadian branches abroad. Also included are net amounts representing the results of 
the international transactions of Canadian trust companies and other known short-term 
movements of funds which have not been provided for otherwise. Various small items 


of current transactions which are difficult to Segregate remain in this item and in 
the insurance item. 


Preliminary Estimates of British and For ign Capital Invested in Canada 
| and Canadien Capital Invested Abroad, as at December 31, 1937. 
: Because of their connection with the balance of payments, provisional es- 
timates of British and Foreign ‘ ipital Invested in Canada and Canadian Capital 
Invested Abroad as at the end of 1937 are also shown in this bulletin. Too close a 
relationship between changes in the value of these international investments and the 
movement of capital revealed in the capital account of the balance of payments state- 
ment should not, however, be drawn. Many factors influencing the value of inter- 
aational investments do not give rise to actual movements of capital between Canada 


and other countries and consequently these changes do not appear in the statement of 
annual capital movements. 


The preliminary estimate of the value of British and Foreign Capital In- 
festments in Canada at the end of 1937 at $6,848 million shows a Slight increase 
wer the value of these investments at the end of 1936. The increase is distributed 
mong the investments of the United States and other countries and is partly the 
result of increased holdings of the securities of Canadian governments by United 
Mates investors and partly the result of general increases in the values of the in- 


festments in Canadian companies and business enterprises owned by non-residents of 
janada, 
| 


The preliminary estimates of Canadi-n Investments Abroad, as at the end 


if 1957, aiso show increases in value compared with 1936, principally in investments 
a the United States. 
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Estimated Balance of International Payments for Canada 
Preliminary Statement for 1937 


mB eewceswe Mae we weeen wm we OSH eee ee ee 


(In millions of dollars) 


._ wie edem ot ee ee 
Exports | Imports : Net 
Visible Visible !Credits (+) 
and and ior 
RES SDT Ce ne Iori siete, | Debits (=) 
1 ' 
Current Account of Goods, Services and Gola | | 
! 
1. Commodity trade (adjusted) ...........cceeees | 1,010 : 798 | 4plg 
2. Gold exports(l/and imports ...........00005-. 145 - 1 #145 
5. Freight receipts and payments n.o.p.......... ! 90 | BG) 4 -26 
i. Tourist expenditures(2)...............0c0000. | CC: oe aes 6 
5. Interest and dividend receipts and payments.. 78 (O ves, | -247 
me immigrants’ remittances.......ccsscocccccocce { 8 AO, | -12 
(7. Government expenditures and receipts......... ! ? 12 | -5 
8. Charitable and missionary contributions...... a By te -1 
9. Advertising transactions...... SNA es eke wenltvs | Br er | - 
lO. Motion picture remittances ...... ccesccserees | - | aa -4 
ll. Capital of immigrants and emigrants.......... ' met a -2 
lg. Harnings of Canadian residents employed in 4 | oh +2 
U.S.A. and U.S. residents employed in Canada. | \ : 
13. Net payments for entertainment services, : ~ LOM -15 
royaities, etc. not included above........ see AN Rea Aa Rn be 
4. Total credits and debits as above lL) Rese | 1,420, 1 +217 
. Difference between debits and credits above es oe dy ee hs aL OReT 
| (ed gaor! ot hu, 88 
' | { 
Capital Account 
1 ’ { 
1. New issues of Canadian securities sold , 
_ abroad. (including refinancing)..... see eceeeee | 92 ae +92 
2. Retirements of Canadian securities held ! 
abroad.........6. ere ee reece eee eeeeeee | is 170 -170 
3. Sales and purchases of outstanding securities 508 512 i ~4 
4. Insurance transactions n.o.p. (Net) ) ea 28 -28 
5. Other known capital movements (3) (Net) ~ 76 3 -98 
Sr ee nn poe nw weed a ee en ee 
6. Total credits and debits as above ; 600 =! BOR i -208 
7 Direct estimate of net outflow of capital {| 208 MY TIN ioc AR eM 
| i PCa at kOie 8 
| ' i] § 
| Residual item'4) ttem 15 of current account 
| Minus item 7 af capital account ‘ a ; 
4 : 


LIT A A OS OEE A Oe A ew ee ee ee ee eee ee SS SS Se eT ee LO ee Be CO wee eS 2 ee ew eee oe wie wens 


(1) Includes earmarked gold. 
(2) Provisional estimate based on incomplete data. 


(3) Net movement of funds resulting from the operations of British and foreign 

| branch plants in Canada and the branches of Canadian firms abroad, including 
the transactions of trust companies and known short term movements of funds, 
n.O.p. 


_ \4, This item represents either errors in the computations or the omission of 
transactions which could not be traced at the time the tables were prepared. 
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Preliminary Estimate 


Estimated British and Foreign Capital Invested in Canada, Classifica 
According to Main Types as at December Ol!) LIOR. 
(In millions of dollars) 


ee ok rr eta) [tes V taieed “1 eekes 
_iingdom 4--Stekes , countries __ 
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FOVERNMENT SECURITIES-- 
MRM lot he We kW? 6 Visosk diets eae ‘ 862 


S| 
J-+ 
169) 
on 
ws 
i 


OG A a pdinw kc avia'gee voces ea 494 | 61 430 3 
BE TANAA: Vie < 9)s'sim et wn 6 is eels 6 ed a Or al Se a ae os A alibi ee 
1,696 eter igane | 3 
t ! 
UBLIC UTILITIES-- ate | 
SE ae NG NA: sony Uc as 
: Other - Traction, Light, Heat, | 
| Power, Telephone, etc. Toe chi 185 570 ! 9 
: ‘ f 
(ANUFACTURING-- | 
|) Wood and paper products.......... 465 ' ce 365 ; 2 
im Motal industries.......... sf aia 425 | Be of 340 | 5 
| All other manufecturing industries 499 { 205 ! 285 | 2 
' i ! 
iining-- BO it anaes vA Na ODES inh Aa 
erchandising and Service-- 228 ' wy 149) 4 4 
msurance-- 211 : i a 122 2 
‘mance and Mortgage Corporations-- 296 DER) ).4 ely 37 
dscellaneous (agricultural lands, summer a79 ‘ 160° 4 85 30 
homes, prospecting, assets administered } : { 
for persons or corporations residing : { | 
Outside Caneda etc.) Po eee a A el ee 
‘ i 
| GRAND TOTAL 6,848 eine rely) Mae, | OE ar ait OEDRNT. 
ae we wee me a ee pee re ee i ee ee ee 


| 
! 
} 


Abroad as at December 31, 1937. 
| (In millions of dollars) 


| ‘ Saabok! UM Linw Samual! an otal Gating moe (United ri Other 
See Boke apc Ba Pct Sink: Taw Nong ,Aingdom | Stetes _ ;Countries ___ 
» Canadian Government Credits DOeO) i, ~ } - H 30.5 
. Estimated Net Assets of Canadian \ H ' 

Banks Outside of Canada DEAS tisry) eeu | 90.0 4 9.0 
» Foreign Securities Held in Canada by H i 

Canadian Insurence Companies 170.0 2250 ag VShsO), Valeo 
. Direct Investments 474.0 16g) 04) PBS 0 173.0 

eNO. ph TOD p Bis io fo BBSNO) 
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» B. In eddition to the above investments abroad there are the assets abroed of 
Canadian insurance companies. In connection with these, however, it should be 

remembered that the liabilities to policyholders abroed exceed the value of the 

assets held abroad. 

| Estimated Net Assets(*)of Canedian Insurance Companies 

Held Abroad as at December 31, 1937. 

| (In uuillions of dollars) 


' 
» Miscellaneous Investments $06.0. 
| : 
| 


ROS GR OOO le vine sang di 6isives 3's sialeketeushe: 8 a 
WES MOL A COS a. due sesgo acose sib © den “ata dete ahs 420 
Other Countries... ......s-eeeereees slL10 
Total, All Countries 610 


| 

assets minus liability other than reserve (i.e. net liability outside of Canada 
| under assurance, annuity and supplementary contracts in force for nayments not 
due, dependent on life, disability or any other contingency or a corm. certain) 


. =e a ma pay 


é 
i 
we 
foe 
4 
: 
. a + 
5 oo 4 ae _ 
se eS 
tn a ee ; 
2-£ se a" "-- J 
9! actin eatin ne epee a 
t 
Bees 
: 
= 


et ee <n ered 


a. | | Coeeuadaten 
‘ evel. 
Dae ate 


> gil 
_ 
en | ee 
‘ ? 
< 
= ower & 


onan Ae a ee 


: J iG 
$ a et Gas +4 Carus So eg 
ra Cie : DF, ’ nthe ( ve & we eee ci * 


—— 


te Ck + Pear“ uehtalihen Shea 


r 
Ate Of eit pe bal in. 
\ i ‘ a mi i 
a ‘ Guvf mew et signe he, baw 
‘0 Y eat yen i Cee 
i R ‘ 
‘ wa Celt on ms heel & ype int 
3 1 ae 0 Gd svg rowed ,ohuet Jeamtttun ied 
F ; ‘ 
Bas | i borne wemishe atesen ,gnltos 
’ ; 4 . 
| gukbiess adotieneqrneg 10 
> a in - met « 
r he ae 4 , ’ 4 Ne, : : JAD Cr iasiky 
aalikie e Me 2 got, 2 nace we 
oa . 
em. eh S ra! 
: met ai ay ~ % 
44 , ; 4 wh ay , ‘ he hy ‘ = : 
eat jae es fas 
iaeta ita aay BOCA 
= » - +o ~~ Le lial 
wi 30 4 Lite mi . ‘ 
ih my oe . ; s : “— te oe Me ai ih a eee ~~ ore cae + ae Saliead. od cats ; 
Tan. «4 ay ws } A atten 
“ay roe Be) 2) cla 
- . se Peer Seite iN) Gases te pe pe eee acd melita 
ihe «° 0 Wh ‘ oak 
; a if Ni » is “. 
TR 2, OR ; Mes ee ies’ % ¢ bs 
L a "4 T 7 ae i 
pe lp t 4 “a efi aon it 4 ff ais gold: i 
i i Ob, 38 ‘ SU in SS OP aol seam. #tt 


i 
ee d a a 7 ™ pre rs 
'? ; rakeneed : ; y te: ; " " — 
ehh) a: (hr £2 Chak Oy, ON + Sagoo tak 


tw we ee : - A 4 oat Pas Me tt, 
an Eo ieee ; , 
a an r bn ala Ne thw ; AM ¢ 
> © B95“ re s Ree Oh OH i nO 8.5 J POT g ee 
as 7 ee ‘ ee ; one Bs Gai : ti bi hn dan ine diese wardn o> aan 
* 


ing) ma onan Oe dda ’ 

ise ‘5 Daowds Sepmen off? ocd ovod? S20%0n BERRI ROUn. ¢ rode aft ot it ne 
‘'e3 ad Divode +) (Havewod ,scuilt cody codoegeeg aL y Begor eae : 

; emt to eviay off fas hoods etabiedyotifvg of weiiiiigat. oe 


rene wethatnd tose) etouga teil fed atte 


cy bh | “TOS net Se Ba t hye Hin, Dia 


te ” a 4% L 
TA ‘ ey * o 2 wives wy - be ,n ; ¥ . 
cesar ers ens « AORURLE Hotiav hes 
we tod oe set coed eneeesve » Bes Wit proainn | 
DLLs « ayy jp aye.o.4 nnnch oe ephne ROOD eee 


O66 7 “eee EER Uix MS 
gboand to obintivo vtliirdesl tou 6.0) eypaom ety neate wit i tee all 
Tor Of acemyrg sot otftOt-ai O72 odhedmot yioiiwieve fim Yttoome , 
‘qieeres wiee © x “ago tories ‘tanto Yan to yrilidagtd .,oThi saa 


\ we ae 


ud ‘ 


eee te 


Published by Authority of the HON. W. D. EULER, M.P., 
Minister of Trade and Commerce 


"DEPARTMENT OF TRADE AND COMMERCE 
DOMINION BUREAU OF STATISTICS - CANADA 
INTERNAL TRADE BRANCH 


One aet ae 


Dominion Statistician: | R. H. Coats, LL.D., FoR.S.C., F.S.8. chs 
Chief, Internal Trade Branch; H. Marshall, B.A., F.S.S. 


' Statistician: be hietta tanGs Det hivhi Shek: 


THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
1937 


£ The accompanying statement of the Canadian balance of international payments 
_ in 1937 supersedes the preliminary statement iss sued earlier in the year. While it is 
_ possible that subsequent research may give rise to further revision of some items, the 
_gtatement is, for the most part, not likely to be altered. 

4 , 


Summary 


4 The statement of the Canadian balance of payments for 1937 reveals many of 

_ the characteristics displayed in the last few years. A substantial balance of credits 
in the current account of goods, gold and services, reflecting a net outward movement 
_ of capital, continued to be the most outstanding feature, In other words, Canada's 

_ external income from the sale abroad of merchandise and gold and from the services pro- 
_ vided in the Dominion for tourists from other countries was more than sufficient to 

> cover current external payments, such ag interest and dividends to investors in other 
_ countries. The resulting excess of income over payments produced a surplus of exter- 
nal credits that made it possible for Canada to make outward payments on capital ac— 
count for such purposes as the retirement of Canadian bonds and debentures owned in 
other countries. 


j The principal developments affecting the balance of payments in 1937 are 
best observed by comparing changes in the larger groups of transactions during the 
past few years. A summary of the more important changes in Canada's international ac- 
counts during the five year period between 1933 and 1937 is shown in the table on the 
following page. The beginning of this period, 1955, marks the year when a credit 
balance reappeared in Canada’s current account and the development of the credit 
balances and the accompanying export of capital are shown in the succeeding years. 
Each of the three major sources of external income, the merchandise trade, gold, and 
the tourist trade produced larger net credits annually until 1936. But, in 1937, 
while net credits from gold and from the tourist trade continued to expand, the balance 
of merchandise exports contracted sharply but it wag still at a higher level than in 
any of the years shown before 1936. Although net payments of interest and dividends 
have increased in recent' years with the rise in corporation incomes, in no year has 
the growth, in net payments for interest, dividends, freight and other services been 
greater than the expansion in net income from the first three items mentioned, 


| The most flexible item. of the current account during this period has been 
‘the merchandise trade and it was the sharp contraction in this item that constituted 
the most important change in the current account of the Canadian balance of payments in 
1937. The continued growth in external income from the sale of gold and from the 
tourist trade was sufficient, however, to more than offset the rise in debits from in- 
terest and dividend payments, freight, and miscellaneous services. The decline in the 
credit balance was, a teturs, less than the sharp drop in credits from the merchandise 


ee Tee 


trade and the net outflow of capital indicated by the credit balance in the current 
account, $218.2 million, was stiil of very large proportions, being exceeded only, in 
the period since 1926, by the credit balance of $308.5 million in 1936. 


Movements of capital between Canada and other countries also followed very 
definite tendencies between 1933 and 1937 as may be observed from the capital account 
shown in the summary table. The net outward movements of capital from Canada, during 
these five years, have been principally made up of two groups, those in connection 
with the retirement of Canadian. seburities owned abroad and those connected with the 
international operations of companies, particularly insurance companies, companies 
falling in the clags of British and.foreign direct investments in Canada, and Canadia 
companies with.direct investments abroad. While retirements of Canadian bonds and de 
bentures owned abroad have, in each-of the five years,.exceeded new.Canadian issues 
sold in capital markets outside of Canada, these scarce were especially heavy in 
1935 and 1936. The large volume of retirements in those two years'was.partly the re-_ 
sult of large maturing issues. But, besides the issues falling due, there were a 
number of issues.of corporation bonds owned abroad. that were called for redemption 
and refinanced by new flotations in the Canadian market... In 1937, however, there was 
a decided contraction in the total of igsues called, with the development of less 
favourable conditions for refinancing. - This decline in net retirements in 1937 is the 
largest change. in the movement of. capital. between Canada and other. countries during 
the year and is the principal reason for.the reduction.in the net outward movement of 
capital, as the other groups of capital movements were outward on-balance.and in 
greater amounts than in preceding .years. 


The net result of the internationsl trade in outstanding secu Ess (classi- 
fied as Other Security Transactions in the summary table) is noteworthy in 1937, prin 
cipally for the change in direction.that appears on balance. Purchases of outstanding 
securities by Canada exceeded gales in 1937, in contrast to the excess.of sales in each 
of the four preceding yearg in which the trade has been completely recorded. In thi 
connection, it igs of interest to note that the movement in the. index of common stock — 
prices in Canada was upward throughout this period,' until March, 1937. 


‘The group of capital movements classified as "Other Capital Movements" in 
the summary table has grown throughout the five years. To a certain extent these are 
intercompany and intracompany movements that have increased in scale with the develop 
ment.of recovery, There is, however, a considerable diversity in the composition and 
significance of these movements that have been.on balance outwards during the five 
year period, and the net increase between 1936 and 1937 must be considered in more de- 
tail. 


A large part of the increase was due to a larger net debit in the item "Net 
Capital Transactions of International Direct Investments etc." shown in the detailed 
capital account for 1937. This increage was a result of the operations of both Bri- 
tish and foreign-owned direct investments in Canada.and Canadian direct investments 
abroad, The outward movement on account of the first ‘group of concerns no doubt re- 
flects the increasing incomes of fan of these concerns in Canada, whereas the growth 
in the second group of transactions, those connected with Canadian direct investments 
abroad, may have been influenced ny, some extent by the recession in the United States 
in the latter part of 1937.. Net outward remittances of Canadian trust companies in- 
cluded in this item declined, on the other hand, as did also the net outward remittan 
ces from insurance companies in Canada. The remaining source of debits recorded on 
capital account in 1937 was the increase in the net assets of Canadian banks' abzpacs 
a result of the growth in the external assets of the Bank of Canada. 


Pe ee 
Summary Table 
Canadian Balance of International Payments 1933 -— 1937 


Net Receipts or Credits (+): Net Payments or Debits (-) 


(In millions of dollars) 


eee 


— 


aD 
Ss 


(1933 1934 «1955 «1936 =—:1937 


Current Account of Goods, Gold and Services 


(EES \.GLA Ss Ys Is. tae aia le le +146.6 +148.1 +192.7 +322.2 +213.3 
REESE atari c's o's crs Gis bis Mikael ce See Chebecccect + 87.8 +109.6 +116.7 +131.0 4145.0 
MPEDUL UURITAUC ace ces ess eccccsvscetlsceeceecs + 66.2 + 82.4 +119.2 +140.9 +170.3 
MrLMverest and Gividends ...0...esseececevenen —2£24.35 -211.6 -208.6 -233.8 -246.2 
OMe ate a lc cs ocr tone eecee cok. etek — 21 oo — Lae) — bso = 25.5 
Be Miscellaneous services ........eseecescecees — 34.2 - 25.8 — 29.0 - 34.0 — 38.7 


'. Net receipts or credits on current account . + 20.0 + 74.8 4176.9 4308.5 4218.2 


Capital Account 


3. New Issueg and Retirements of Securities... -~ 26.1 - 58.0 -154.4 -163.9 -— 88.4 
m Other Security Transactions .........eseeeee #51.0# 8.9 + 51.0 + 7.8 - 4.8 
qe Other Capital Movements C0 eCe eee Soo SEO ere C08 a4 Si, 4 cls 66.7 oor FO.L ia 97.6 -105.6 
-c Net outward capital movement Bs aehs ose AG — 26:5 -115.8 -173.5 -255.7 -198.8 
Mepeetnal tome ih lt 2s AA eeu! 6 s.a") Bale 49.4 


In appraising the effects of the movement of capital between Canada and other 
tountries, during recent-years, upon Canada's balance of oe Ghar ata indebtedness, 
% is apparent that these have been more in-the direction of re ucing the foreign re 
ilities of Canada rather than in that of. increasing Canadian investments abroad. The 
‘etirements of Canadian-bond issues owned abroad have been definitely. in.this. direction. 
t is less easy to distinguish the effects upon international indebtedness.of the other 
lovements of .capital, although these also appear to have-been more in the direction of 
educing liabilities. In 1937, however, as distinguished from the previous years, it 
vould seem that .a smaller proportion of the net outward movement of capital was employed 
or the reduction of liabilities than formerly, The decline in the net retirements, 
he increase in external banking assets, and the net purchases by. Canada of United States 
ecurities all point to this conclusion. But, .too much. signifiance should not be given 
© the effects of the annual movement of capital upon international investments, as the 
alues of these investments are subject to a wide range of influences independent of 
alance of payments transactions. 


Particular characteristics and movements in the principal items appearing in 
he statement are described in more detail in the notes that follow. 


vey gee 
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Geographical Distribution of Canadian Balance of 


Payments Transactions 1957 


The accompanying table shows the approximate geographical distribution of 
net balances of the principal items of the balance of payments in 1937, While the 
exact distribution of many transactions igs recorded, the distribution shown for others 
ig of necessity less accurate than the estimates of transactions with all countries. 
The table does, however, illustrate the general. character of the relations between 
Canada and the three areas shown. It should be pointed out that the classification 
of transactions by countries is generally based upon the final incidence of the tran- 
sactions rather than on the currency in which they were executed. 


The credit balance of $238.2 million between Canada and all countries in 
the current account is the result. of credit balances from current transactions with 
the United Kingdom and other overseas countries of $176.8 million and $96.7 million re 
spectively, as against a debit balance of. $55.3 million arising from current account 
transactions with the United States. 


Credit balances from trade with the United Kingdom in merchandise and gold 
were reduced principally by the large debit balance arising from interest and dividend 
payments, In current account transactions with the United States, large credit 
balances from gold and the tourist trade were more than offset by net debits from 
merchandise trade, interest and dividends and miscellaneous transactions, In, the cur 
rent transactions with other overseas countries there were substantial net credits 
from merchandise and interest and dividends. 


The net capital movements between Canada and each of the three areas must 
also be taken into account, as the net capital movement shown by the current account 
balance with all countries does not in itself disclose the extent of the movements’ be- 
tween Canada and each country. The outward movement of capital during the year was 
predominantly to the United States, outward movements to that country being recorded 
in each of the principal.groupe of capital movement. Capital movements between Cana 
and the United Kingdom were on balance outwards although the total outward movement 
for retirements and other capital movements was considerably reduced by inward move— 
ments of capital through the trade in outstanding securities. Movements of. capital 
between Canada and other overseas countries.were on balance inwards. 


When the balances on current and capital account are considered together fo! 
each of the three areas, the general character. of the. commercial and financial tran~ 
sactions with these countries, during the year, becomes dvident. Thus, net receipts 
from the United Kingdom were $152.5 million, if the net payments on capital account 
are deducted from the net receipts on current account. Wet payments to the United 
States in 1937, on the other hand, totalled $240.2 million, if, the net payments on. 
capital account are added to the net paymente on current account. Receipts from cur 
rent account transactions from the countries other than the United States and United 
Kingdom were augmented by net receipts from these overseas countries on capital accou 


The large volume of capital payments to the United States, as well as the 

smaller volume of net current payments to that country and the capital payments to s 
United Kingdom were made possible by the net credits from the current account with 
United Kingdom and from the current and capital account with other overseas countries 


ce eed 


Geographical Distribution of the Net Balances of the Principal 
Items of the Canadian Balance of International Payments,1937 


(In millions of dollars) 


Net credits (+) or net debits (-) 
Between Canada and 


ei United United Other 
Countries Kingdom States Countries 

Biommodity Trade .......ssccccccecs +213.3 4253.1 -107.3 +6765 
RM Sooo a iwiny 310:4.5' 5 «nes § 9's 0 4% +145.0 + 31.8 4111.1 cepa 
MOUrISG TERAG occ cscs ses sensscce +170.3 = §.5 © +175.6 - 
enterest and. Dividends .ccccccsece —-246.2 —- 88.0 -200.2 +42.0 
Bteeitadecns Current Transactions — 64.2 - 14.8 - 34.5 -14.9 
‘Net Credits on Current Account ... 4218.2 +176.8 ~ +9667 
Net Debits on Current Account .... | ~ - - 55.3 a 
ict Retirements ..........ececeees - 88.4 = i257, — 62.4 - 0.3 
Other Security Transactions ....e. - 4.8 + 20.4 0) =, 3625 +11.4 
‘Other Capital Movements sssssseee. | -105.6 - 18.7 —- 86.2 - 0.7 
Net Outward Capital Movement Arete -198.8 - 24.3 -184.9 - 
Bet Inward Capital Movement ....e.. ~ - - +10.4 
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Notes on the Principal Items of the Current Account 


Merchandise Trade (Exclusive of Gold) 


In 1937 Canada’s credit balance of commodity trade was much lower than in 
1936. This contraction in the active balance on merchandise account from $522.2 mil- 
lion in 1936 to $215.5 million in 1937 was the most, important change in the current 
account of the Canadian balance of payments in 1937. A greater increase in the value 
of imports than in the value of exports was the reason for the shrinksge in net 
credits. To an important extent the small increase in total exports was the result 
of the marked decline in grain exports,.the consequence of poor crops in the Prairie 
Provinces, while growing imports customarily follow a period of heavy exports. 


But even with tais sharp contraction from the peak of 1936, the credit 
balance on merchandise trade in 1937 was still at an unusually high level, being 
greater than in any year in the previous decade.with the exception of 1936. Reduced 
balances of exports or increasing debit balances were experienced, however, by many 
of the debtor countries of the world in the.latter. half of 1937, with the decline in 
demand for raw materials and foodstuffs, and the weakness in prices that developed. 
But, in contrast, it is interesting to observe that the demand for many commodities, 
especially metals, exported from Canada was well maintained throughout 1937... The 
Canadian balance of exports in the latter half of the year was greater than in the 
first half, although exports of wheat, the commodity customarily adding substantially 
to the value of exports from Canada in the latter part of the year, were unusually | 
light. The behaviour of the Canadian balance of commodity exports in 1937 contrasts 
with the rapid deterioration in.the balances of exports of many of the other primary © 
producing countries in the latter part of 1957. 


{ 


Analysis. of the balance of merchandise trade between Canada and the United 
Kingdom, the United States and all other countries discloses the divergent: trends 
in the trade with different countries during the year. The balance of merchandise ex- 
ports, excluding. gold and without adjustments for non-commercial and other small items 
was $92.9 million in the first six months of 1937 and $110.5 million in the last half 
of the year. In contrast, the balance of imports from the United. States was greater — 
during the second haif year than during the preceding six months, This debit balance 
from the merchandise trade with. the United States increased from $52.4 million in the 
first period to $65.1 million in the second. Decreasing credits are also evident in 
the trade with. overseas countries other than the United Kingdom. Net credits derived 
from the trade with these other. countries were.$38.2 million in the. first half year 
and $26.7 million in the second half year. The.explanation.for the growing export 
balance in the trade with all countries in the second half of the year lies, of 
course, in the trade with-the United Kingdom, Net credits from the merchandise trad 
with the United Kingdom grew from $107.1. million in the first half year to about 
$149.0 million in the second half.. This change was the result of expanding exports. 
Imports from the United Kingdom in the second half of 1937 were $8.3 million greater — 
than in the first half, while exports were greater by $50.1 million. This increase 
in exports to the United Kingdom is particularly impressive when the low level of { 
wheat exports in 1937 is considered. It is clear that the heavy British demand for 
Canadian merchandise in 1937, especially in the latter part of the year, was a most | 
important factor maintaining Canada’s. export balance-of merchandise trade during the 
year. 


The recorded statistics of merchandise trade, it will be noted, have been 
adjusted for balance of payments purposes when entered in the balance of payments 
statement. Besides the deduction of gold bearing quartz and non-monetary gold bulli 
from exports of merchandise, certain other adjustments have been made. These include 
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the addition to imports of unrecorded imports of ships, the deduction from imports 
md exports of settlers! effects and other non-commercial items recorded in the trade 
‘tatistics, the deduction of goods.imported by Canadian tourists returning to Canada 
hen these have been declared under the $100 tourist exemption clause of the Customs 
ct as these are included in the estimated expenditures of Canadian tourists in other 
ountries, and corrections for known overvaluations or,undervaluations of imports. 


The accompanying tables showing the merchandise trade by months, exclude gold, 
ut have not been adjusted for the various non-commercial factors mentioned above, as 
hese latter adjustments have only been made for the year as a whole. 


old Exports and Imports-- 

This item includes all gold exported in the form of quartz, bullion, or coin, 
§ well as Canadian gold sold and earmarked for external account. Accordingly, gold 
learing quartz and gold bullion other than monetary have been deducted from the statis- 
dics of merchandise exports, and to them have been added exports of foreign gold coin; 
md earmarked gold. 
t 


Exports of Gold from Canada, Calendar Year 1937 
(In milliong of dollars) 


Total United United - Other 


Exports Kingdom States Countries 
(1d Bearing Quartz ....csecscesccesccers Tol (1) 7.0 0.) 


old Bullion-Other than monetary ........ 105.7 225 103.2 - 
fanadian Gold Coin Ceeoeonoeoa#oepoao4asnaeaseoeecve 8 © ea . bar ast on 


‘oreign Gold Coin ef00 80008 FTeHTK8HFTHHFTSCHS HD P20 9.1 0.9 ALO) 


oreign Bullion—Monetary ©00000892000080880 ba oi a = 
ie 


a 


‘otal Exports as above «+ecrscessccecene 124.855 11.6 1115 2: QoL. 
larmarked Gold eeo0eGcoon00e 0008080800098 509 8899 2052 


‘otal Sales of Gold eoooee0@e@0e200000088000868 145.1 


@) 
e Less than .05 


ie The credits in 1937 from gokd, $145 million, compare with $132 million in 
1936 and $116.7 million in 1935. This growth in the credits received from the sale of 
jold outside of Canada reflects the expansion in production in Canada. Dividends paid 
4 mines to shareholders outside of Canada appear as debits in the interest and dividend 
‘tem and offset in part the external credits received from the sale of gold, as also do 


i This item includes payments for freight that have not been already included 
ie the value of merchandise imports and exports, as well ag earnings on intransit and 
bther traffic with a direct bearing upon the Canadian balance of payments. Gross Tre- 


2 ES ek 


ceipts and payments shown for 1937 are heavier than in previous years although the 
net debits have increased more moderately, being $25.5. million in 1937 as compared 
with $17.8 million in 1936. The larger gross amounts are due partly to larger pay- 
' ments to United States railways arising from increased imports from that country of 
merchandise, especially coal, and to higher ocean freight rates. But a change in 
the method of treating ocean shipping transactions is also responsible for some of 
the increase in gross amounts. 


Tourist Expenditures—- 


Canada's external income from the tourist trade continued to grow in 1937 
The estimated expenditures in Canada of tourists from other countries in 1937 are 
$294.7 million contrasted with $251.3 million in 1936. This amount is not far shor 
of the peak in expenditures in 1929 estimated at $309.4 million. The’ principal par 
of the increase in 1937 was in, the expenditures of tourists from the United States 
entering Canada by automobile on tourist permits. The expenditures of this group 
constituted more than 60 per cent of the total. 


The expenditures of Canadian tourists in other countries are estimated at 
$124.4 million for 1937 compared with $110.4 million for 1936. These expenditures 
in 1937 are higher than those estimated for any previous year. Net credits from 
the tourist trade increased to $170.3 million from $140.9 million in 1936 but were 
still lower than those estimated for the years from 1929 to 1931. 


Estimated Expenditures in Ganada of Tourists from Other Countries 


a a ee 


1957 1936 __ 
From Overseas Countries ccccccooccccccce 16,972,000 12,946,000 
From the United States— 
By Automobile oscoaocooo 9G@eogeoaoe#@ ODEGEeGBID0O0B8SD 181, 332,000 153,509,000 
By Rail and Steamer .ocacsccocccccces 69,751,000 64,844,000 
Other Visitors (Ferry, airplane, 
bus, etc.) ecoog000eG0R@0G0e C2000 G2BSVO90 : 26,627,000 20,000, 000 
Total ——- All Expenditures ooocccccsccoe 294,682,000 251,299,000 


Estimated Expenditures of Canadian Tourists in Foreign Countries 


1937 _ 1936 
Overseas Countries e@ooeoagcocoooe oo acceooasd 22,555,000 21,336,000 
The United States—- 
By Automobile 9o900@2 0000 000009098020 000009390 48,893,000 43,811,000 
By Rail, and SLEAMET: «.cicino cena ecte ane 24,194,000 21,253,000 
‘ By Bus,Ferry,Airplane CtCo ccccsccoce . 29,000, 000 24,000, 000 
124,422,000 110,400,000 


Net Credits Received by Canada -eocccooe 170,260,000 140,899,000 


ep ar a 


Interest and Dividend Receipts and Payments-~— 


Interest and dividends received by Canada from investments in other coun- 
tries show little change in 1937 from the amounts received in 1926. Income received 
in these forms from Canadian direct investments abroad was about the same as in the 
preceding year, while the estimated receipts from United States stocks and foreign 
bonds increased only slightly. . 


Dividends paid by Canadian companies to shareholders abroad were more flex- 
ible, on the other hand, showing a considerable increase. Total dividends paid by 
Canadian companies to shareholders resident in other countries are estimated to have 
been about $172 million in 1937. This amount, however, is still subject to revision 
as, although the majority of Canadian companies with non-resident shareholders have 
already reported 1937 dividend payments, there are still some of these payments not 

yet recorded. Interest paid on Canadian bonds estimated as owned in other countries 
totalled $153 million in 1937. 


Miscellaneous Current Transactions-—- 


—s a 


Quite a wide range of services is embraced in this group of transactions. 

Included are government expenditures, charitable and missionary contributions, adver- 
tising transactions, motion picture royalties, entertainment services, other royal- 
ties, earnings of Canadian residents employed in the United States and of United 
States residents employed in Canada, immigrants’ remittances and the capital of mi- 
grants. While some of these groups of transactions give rise to only small net 
balances, there are several that are more significant in their effects, notably im- 
migrants’ remittances and the payments for miscellaneous services including royalties. 
The net debits from all these transactions were not far short of $40 million in 1937, 
compared with $24 million in 1936. 


e Items of the Capital Account 


New Issues of Canadian Securities Sold Abroad-~ 
The par value of Canadian bond issues sold outside of Canada in 1937, 

$93.0 million,was slightly lower than in 1936. The principal amount of this total is 

_ represented by two Dominion issues floated in New York in January and having a par 

value of $85,000,000. Although some part of this flotation was subsequently placed 

in Canada, it is believed that the amounts sold in Canada have been reported as 

_ Canadian purchases from the United States in the trade in outstanding securities. 

Consequently, the amount of the new issue sold in Canada is offset by debits in the 

"Sales and Purchases of Securities" item of the capital account. 


EE Re, ee Se ee ee 


° 


: . 

ti Most of the new issues sold outside of Canada were in connection with re- 
_ financing operations. Only. a minor part of the total represents new capital raised 
_ abroad. At least one purely refinancing operation has been excluded from the total, 


there being no net capital movement resulting. 


of Canadian Securities Owned Outside of Canada~~ 


ee ee a oe 


F Besides maturing issues, this item includes redemptions by call, and re- 
_ mittances from Canada on account of the operations of sinking funds except repurcha- 
ses reported in the trade in outstanding securities. 


atin 


Total retirements in 1937 of issues owned outside of Canada were $177.9 
million compared with $270.0 million in 1936 and $267.5 million in 1935. This 
sharp reduction represents the largest change in capital movements in 193‘7Mand is 
due to a smaller volume of maturities and a decline in the number of corporation 
issues called for redemption, as circumstances were less favourable in the latter 
part of the year for refinancing in the Canadian market. 


The net outward movement of capital in 1947 arising from the redemption o 
Canadian bonds owned outside of Canada was $88.4 million. This is the amount by — 
which the amounts owned abroad of retired issues exceeded the net proceeds from the 
sale of new Canadian issues abroad and compares with $163.9 million in 1936 and 
$154.4 million in 1935. Most of the net reduction in foreign liabilities was in the 
indebtedness of Canadian corporations, although the outstanding external indebted— 
ness of provincial and municipal governments was also reduced. 


Sales and Purchases of Securities Between Canada and Other Countries~~ 


Although the trade in outstanding securities between Canada and other 
countries in 1937 was of even greater proportions than in previous years, it was 
only accompanied by a relatively small net outward movement of capital that was in 
an opposite direction to the net movement in the preceding years. Total purchases — 
by Canada of $511.4 million exceeded total sales of $506.6 million by only $4.8 mil 
lion. As sales and purchases almost balanced in the second half of the year, it 
was in the first half of the year, particularly in April, when these net purchases 
were executed. In fact, net purchases in the second quarter of the year more than 
offset the large net calle in the first quarter that were concentrated in bebe 
when the prices of stocks were unusually high. 


As the amounts of these international security transactions recorded are 
the amounts of the sales and purchases, the gross transactions are not all accom- 
panied by foreign exchange transactions, especially in the case of stock exchange 
transactions. Statements received on foreign exchange transactions accompanying 
reports on sales and purchases of securities, however, reveal that the net sales 
and purchases generally reflect the movements of capital of significance to the 
balance of payments. 


The net outflow of capital during the year was the result of a number of 
offsetting capital movements. The more pronounced tendencies are revealed in the 


_ trade with different countries and in the trade in the various classes of security. 


The extent to which the large outflow of capital from Canada to the United States 
was offset by inflows of capital from the United Kingdom and other overseas coun- 
tries is shown in the accompanying table. 


Sales and Purchases of Securities Between 


pom As a 


Canada and_ Other Countries 1937 


SS > oD SS Se Se Se Se SS SS St Se 


(Millions of dollars) 


Net 

Sales Purchases Sales (+) 

Li ta dy. aaciipom es! Purchases(-) — 
United Kingdom sc'socccces 105.7 85.6 +20.1 
Uni ted. States woccscaeeas 376 .4 412-7 -x -36.3 
Other Countries ....c0000 24.5  __—iASe1 411.4 


Total, All Countries eooo0 506 .6 511.4 = 4.8 


Fy fate 


| The net purchases from the United States of $26.3 million were principally 
the result of repurchases on balance by Canada of Canadian stocks, although Canadian 
provincial, municipal and corporation bonds were also purchase in considerable 
amounts, as well as United States stocks and bonds. During the same period, Dominion 
_ government issues and Canadian railway issues were sold on balance to the United 
States. . 


On the other hand, the influx of capital from the United Kingdom was pro- 
duced, for the most part, by sales of Canadian stocks and bonds, although there were 
also sales of United Kingdom bonds as well. Likewise, excess sales over purchases 

_ of ‘tthe stocks and bonds of Canadian companies and Dominion government bonds were the 
_ principal transactions giving rise to the inflow of capital from other overseas coun- 
» tries. 


£ The consequence of these diverse transactions was that, although the total 
net change in the external ownership of Canadian securities was slight, there were 
more marked changes in the ownership of particular groups of securities. Thus, re- 
_ duced United States holdings of Canadian stocks were accompanie@ by enlarged British 
and overseas holdings. Then, while external holdings of Dominion Government issues 

and Canadian railway bonds increased as a result of the trade in securities, there 
were reductions in the holdings of Canadian provincial, municipal and corporation 
bonds. Canadian holdings of United States bonds increased and the slight excess of 
Canadian purchases of United States stocks over sales indicates that Canadian hold- 
ings of these securities may also have increased, although fluctuations in the mar- 
_ket prices of stocks make such a conclusion uncertain. 


In considering the general character of the trade in securities in 1937, 
as contrasted with previous years, it should be borne in mind that the first serious 
‘recession in the prices of Canadian stocks. in recent years, took place in 1937. The © 
course of the official index of common stock prices shows that the month of March, 
(1937 marked the termination of an irregular advance that started early in 1933. The 
- declines in the latter part of 1937 were particularly sharp. Canadian net purchases 
of securities were mostly executed in the months following the peak in stock prices 
reached in March. ; 
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Net Capital Transactions of International Direct Investments etc.-~ 
The net debits arising from this group of transactions totalled $82.6 mil- 
lion in 1937 contrasted with $74.2 million in 1936. The capital movements included 
in this item are made up of the net transactions not recorded elsewhere connected 
with (1) British and foreign direct investments in Canada, (2) Canadian direct invest- 
‘ments abroad, (3) Canadian trust companies. The first of these groups of transac- 
tions is the most important. The increase in the net outward movement was in the 
first and second groups, the net outflow connected with the operations of Canadian 
trust companies being less than in the previous year. 


Although the transactions shown in this item of the capital account are, 
‘for the most part, capital movements, there are some small items of current transac~ 
tions included. 


Insurance Transactions— 


/ 


The transactions recorded in this item are the movements of funds between 
Canada and other countries arising from the international operations of insurance 
companies that are not recorded in other items of the balance of payments statement. 
The amounts have been reported by both Canadian companies and British and foreign 


eee 
companies with branches in Canada. 


In 1937 the net outflow of funds declined to $10.0 millions contrasted 
with the net outward movement of $26.0 million in 1936. This was the result of an: 
expansion in the total inward movement of funds and a contraction in the outward 
movement. The transactions of Canadian companies showed a change from a net out— 
flow in 1936 to a net inflow in 1937, while the operations of British and foreign © 
insurance companies in Canada resulted in a smaller net outflow of funds. 


International Insurance Transactions, 1936. and 192 


(A) Movements of Funds, n.o.p., between Canada and Other Countries 
(In millions of dollars) 


Plus sign indicates net inflow of funds to Canada 
Minus sign indicates net outflow of funds from Canada 


1936 1937 


Between Canada and 


United Kingdom— 


CE AER s SURI em er arohel ere sha RON GERRS orate, CaM ele Jere ts 9.0 
OUtLIOW LO. dca ss neeeb s Ue hain ee ae 8.0 Ota 
Beh MOVEMmCW . 4 Gs. cate « w'sio.0 alele Gialeaiietee Aa —6.2 -0.2 
United States—. 
Tnfloweg ror, ..680s% i658. 05, BRA Lee 14.6 E148 
AGEOW BG) Leas RGSS Ce OE ee Lee. ee $5.8 Boat 
Net Movements (4.4 atten «eeu een ee be ee ~21.2 ~11.9 
Other Countries--- ; 
PRE LOWe ET VOM Tow caus «cs ads ack ne Ls ae ae 2.6 5.2 
ORE OW UCOh 4a weiss «satan slec bie we. san eae ee wb ore ee ere led ek 
Net Movements .g¢n 9eteessl c2act? Aten teeta +1.4 eet 
Alt Countries-—-- 
Ent Row fromh sd i342 es + «a cees fhe ctcad eee 19.0 24.0 
OntPlowstel,. cee goes, dow. tee le aeeees. fan ee 45.0 34.0 


Net Movement, OPeoorTeoe eG oOoeeceeeoeeoeeeoogvenv0n0004a -26.0 ~10.0 


Fe ee ee a ee 
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(B) Movements of Funds n.o.p. between Canada and all Other Countries 
by Groups of Companies. 


(In millions of dollars) 


Plus sign indicates net inflow of funds to Canada 
Minus sign indicates net outflow of funds from Canada 


; 

j 1936 1987 

nN Nationality of Companies 

4 

; Canadian Companies~~ 

if Inward eoneoevgoo0v27 GFoCFHFO909FOFH9O9 FO 99000 14.6 PAG RIE 

4 Outward Seorore2neev09e COCOCHHFHHHFHFH92907O AO Teo eS 

r Net Movement Cooooeoo eoangneoeoeon009 00909 =£ 69 +726 

. British, United States, and Other Companies-— 

rf Inward @QcoeOovo0 O82 GGOeCH0OaGGOCG900A20990900 4.4 Se 

a Outward ocoooeeoceoeoec oes eon eo0 0 e000 0006009 DTS Paes) 

(3 Net Movement aaeeoeappoooe ono oe 9090006 —25ol ==] ao 

Fl All Companies—- 

M Inward coco oeocoongreae one egondno9g eceaoooaooo 19 oO 24 oO 

) Outward eoooeoeooe ee Be Aaed ooo eoooovoaod 45.0 34.0 
Net Movement @ogo0e0ee20920000090009 0 @ooo0o°0 -26 oD -10.0 


' Change in Estimated Net Assets of Canadian Banks Outside of Canada-- 


y The estimated net assets of Canadian banks outside of Canada increased by 
$13.1 million between the beginning and the end of the year. The increase in the 
external assets of the Bank of Canada was more than this but part of this growth was 

offset by a decline in the net assets abroad of the chartered banks. . 


E It should be noted that all changes in international short-term banking 

- assets and liabilities are not included in this item. For example, fluctuations in 
_ foreign deposits in Canada and Canadian assets or liabilities in foreign banks are 
not completely reflected -in this item. While it is known that the deposits of 
foreign banks in Canadian banks in Canada increased, it is not known to what extent 
there were other movements offsetting this apparent inward movement of funds. 


_ Residual Item— 

; In the balance of payments statement for 1937 the residual item is $19.4 
“million. This item is the difference between the net movement of capital indicated 
by the current account balance and the net movement of capital traced in the capi- 

- tal account. Theoretically, in a perfect balance of payments statement, the net 
balances in the current account and capital account’ would exactly offset one another. 
The residual item, therefore, is a measure of the accuracy and completeness of the 
statement and may reflect either errors or omissions. There is reason to believe 
that part of the residual item in 1957 is due to the absence of debits in the capi- 
_tal account to offset merchandise exported from Canada under various special circum— 
stances. An illustration is provided by the stocks of newsprint stored in the 
United States at the end of the year but still owned by Canadian producers. As 
special transections such as these are difficult to record exactly, no account of 
them has been taken in the statement. Similarly, certain other classes of short-— 
term transactions are unrecorded. 
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ESTIMATED CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


en ee eee ae eee 


The preliminary statement of the Canadian Balance of International Payments 
tor 1938 presents provisional estimates of the current items of goods, gold and ser- 
vies and the principal capital items in Canada's international accounts for the year. 
"hile complete and final information will not be available until later in the year, 
sufficient data are now available to permit the presentation of the salient features 
of last year's transactions. 


A substantial credit balance on current account, revealing a net outflow of 
capital from Canada, continued to be the outstanding foature of the Canadian balance of 
international payments statement for 1938. Thus, changes appearing in the statement for 
1938 do not alter the fundamental features characteristic of statements for a period of 
at least five years. Developments revealed in the statement for 1938, as in other re- 
tent years, alter the emphasis and significance of individual groups of transactions 
rather than point to any transformation in the essential nature of Canada's commercial 
and financial transactions with other countries. 


Statements of the Canadian balance of payments in each of the five years from 
1934 to 1938 display many common characteristics as is illustrated in the accompanying 
summary table. It is noteworthy that each of the principal items or groups of transac- 
tions, with the single exception of “other security transactions" in 1957, have given 
tise to balances of a similar kind in each year throughout the period. For example, a 
dalance of credits in the current account pointing to outward movements of capital, is 
found in each statement. The principal sources of the credit balances on current account 
fave invariably been the merchandise trade, gold, and the tourist trade, credit balances 
tuling for each of the three in every year. While debit balances from international 
payments on account of interest and dividends, freight and miscellaneous services are 
found in each of the annual statements, they have always been much less than the credit 
dalances from the three items already mentioned. In other words the income of the 
Dominion from external sources of revenue has exceeded all the current disbursements in 
other countries made by Canadians by substantial surpluses in every year from 1934 to 
1938. These substantial surpluses or credit balances on current account have been em- 
ployed by Canada for transactions on capital account and the summary of capital move- 
ments in the capital account discloses the general nature of the movements of capital. 
| 
Capital movements likewise display many parallel tendencies throughout the 
event period. In each year the outward movements of capital for the redemption of 
Yanadian securities owned abroad have exceeded inward movements of capital from the 
flotation of new issues of Canadian securities in capital markets abroad. Canadian 
liabilities abroad have accordingly been reduced by such retirement operations. Other 
security transactions (international trade in outstanding securities) with the excep- 
tion of 1937 have given rise to inward movements of capital on balance, offsetting in 
oart the reduction in Canadian securities owmed abroad resulting from retirements. Other | 
sapital movements arising mostly from the international operations of companies and in- 
stitutions have been outwards on balance and in increasing volume. These, too, have the 
teneral effect of either reducing Canadian indebtedness abroad or increasing Canadian 
assets outside of Canada. 
} 
| As the summary table shows, the changes in the balance of payments in 1938 were 
uore evident in individual items than in the character of the statement as a whole. The 
2redit balance on current account declined from $218.2 million in 1937 to $184.8 million 
in 1938. This item is the extent by which receipts from the sale of goods, gold and ser~ 
tices to other countries exceeded payments abroad for goods and services. Considering 
the generally lower level of prices of foodstuffs and raw materials and of incomes through- 
dut the world in 1938, and the wide fluctuations in the merchandise balance of other 
jations under these circumstances , this change appears moderate. Such international de- 
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iy Summary Table 

, 

| Canadian Balance of International Payments 1934 - 1938 

Net Receipts or Credits (+) ;Net Payments or Debits (-) 

% 

; (In millions of dollars) 

==> == a Se ee SS SSS SS SS St Se SSS Se ee SS See Sees see See ee s=ssSSSSSsSSss 
1934 1935 1936 1937 1938* 

Current Account of Goods, Gold and Services 

ae 0S WG, oy de bck oe ade bw +#148.1 +192.7 +322.2 4213.3 +180.5 

| ee Pe ar ee ers Pen iee ULI Y $200.8 e116 7 ene O 4 Bee 0) athe 6 

ES ihn Sol alae rae a adie +, 62.4 +119,2 4140.9 +170.5 +145.0 

Me interest and Dividends................. “211.6 -208.6 -233.8 -246.2 -242.0 

Mroight.<...0sbees.. LR aA Kas serie esse See et er Laren MET 1 BOG 

6. Miscellaneous Services..........0.0c0ee Pao Sears as 0 5 GA | BB 22 

7. Net Receipts or Credits on Current Ric. ale whee) LR et ne 

AE BAL Be ahs ocak as wv, 6 Racin abi bias kA lows +°74.8. +176.9 +308.5) +218.2 +184.8 

Capital Account. 

8. New Issues and Retirements of Securities - 58.0 -154.4 -163.9 - 88.4 - 60.1 

9. Other Security Transactions............ Be hE OR Peal weet suey ON A cht Oe 

Me Other Capital Movements................ AoeOGinlig. Re TORE AO On wed bine ate 0 

1. Net Outward Capital Movement........... ~li0.8 =275,.5 =-205.7° “198.8  —l60.2 

TE a 41.0 3.4 54.8 19.4 yy 

a eS SS SS SS SS = SS SS SSS SSS 

Preliminary. 


velopments directly influenced the merchandise trade in particular, and most of the other 
items directly or indirectly as well. For instance, lower prices and reduced demand for 
terchandise had its effect upon the Canadian Herehendise trade, both exports and imports 
leclining. The international tourist trade likewise no doubt perieetad reduced incomes, 
while lower corporate incomes are reflected in the principal changes in the dividends 
en. Reduced international movements of merchandise and lower ocean freight rates con- 
tributed to a decline in net debits on freight account while miscellaneous services 

also effected reduced debits on balance, the consequence of more diverse causes. The 
wutstanding exception to the changes already pointed out was the gold item. The expan- 
Sion in net credits from the sale of gold continued, the result of increasing produc- 
tion and rigid price. In brief, the principal changes in the current account in 1938 
vere the consequence of reduced credit balances from the merchandise and tourist trades, 
dyeing partly offset by increased cradits from the sale of gold and declines in net 

lebits on account of interest and dividends, freight and miscellaneous services with 

whe result that the reduction in the credit balance @n current account was only moderate. 


As is to be expected, the capital account in 1938 also reveals a contraction 

n the net outflow of capital. Outstanding among the changes in the capital movements 
wre the reduced outflow of capital for the redemption of Canadian securities, the change 
n direction in the international trade in securities and the apparent ioeneurod pro- 
| eee of other capital movements. Net retirements were lower as the number of is- 
Mes maturing in 1938 was less than in recent years, and, conditions being generally 
S favourable for refinancing than in earlier years, there was also a drop in the 
mber of issues owned abroad that were called for redemption. The international trade 
M securities gave rise to a net inflow of capital in 1938 in contrast to a small out- 
te Win 1957. Increased demand for Canadian stocks from the United States and from 
eo countries other than the United Kingdom was the principal source of the net in- 
| Ww of capital from the trade in securities. This demand was evident in the reports on 
he trade in securities during most months of the year including those when international 
= prevailed. Less complete information is available at the time of writing 

N the group of capital transactions classified as "other capital movements". On the 
§ of the level of transactions in 1937 and previous years and taking account of known 
Ks lopments in 1938 together with some detailed information already availeble the net 
ut flow of capital has been tentatively placed at a higher level than in 1937. Although 
tounts offsetting entries elsewhere in the statement represent part of this item, it may 
© generally taken as indice. :ive of an increase in the transactions included in we 
roup in previous years. 
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Statements of British and Foreign Capital Invested in Canada and Canadian 
Investments Abroad as at the end of 1938 will not be available until later in the 
year. 


ee a 


Notes on the Principal Items of the Current Account 


Merchandise Trade (Exclusive o* Gold)-- 
| Statistics shown under this item exclude all gold and have also been altered 
for balance of payments purposes by the elimination of non-commercial ites and other 
adjustments. 


Comparable data on the commodity trade for a five-year period follow: 


1. Merchandise Trade Between Canada and Other Countries--Exclusive of Gold, 
“and i adjusted ‘for ‘or Balance Oss. ‘Payments s Purposes, 19% 1934-192 1-1938. 


(In millions of dollars) 


Exports Imports Net 
Credits 
1934. ce eeees 652 .9 504 .8 + 148.1 
| 19BS 22s eee 755 6 542 .9 +o192:.7 
) 1936 ...e000. 947 9 625.7 +7322 22 
TBO 315% als 13009 27 796 .4 + 213.3 
1958. ..s.0%5 847 .0 666.5 + 180.5 


| 

| As revealed by the above table, the decline in the value of imports in 1938 
from the level of the previous year was almost as great as the drop in the value of 
exports, with the result that the net credits from the commodity trade were only 
$32.8 million lower than in 1937. The declines in both exports and imports were about 
16 per cent. As export prices generally declined more than import prices this would 
suggest that the decline in the volume of imports was greater than the decline in the 
volume of exports. 


| More than half of the credit balance on commodity ag¢ount resulted from 
trade recorded in the last four months of the year. Smaller debit balances in the last 
five months of the year in trade with the United States and sustained demand from the 
United Kingdom and other overseas countries produced this result even though the value 
of exports of wheat remained at a low level. The lightest credit balances were in the 
spring and early summer months. In fact the balance of exports in each of the last 
three months of 1938 wes greater than the balance of trade in any month during 1937 
with the exception of January. 


; 

| From available statistics on the trends in the external trade of other coun- 
tries in which exports of raw materials and foodstuffs have an important place there is 
evidence pointing to the conclusion that Canada's balance of merchandise trade was 
Maintained more firmly throughout 1938 and the latter part of 1937 than that of most 
countries depending upon foreign demand for the sale of primary products. While the 
Merchandise balances of most primary producing debtor countries displayed marked changes 
as a consequence of reduced foreign demand, the Canadian balance of merchandise exports 
Temained relatively firm. Sustained demand for non-ferrous metals was no doubt an im- 
portant contributing factor to the strength in the Canadian position. Viewed from the 
point of view of the balance of payments as a whole, however, it should be pointed out 
that there are invisible debits elsewhere in the statement offsetting in part credits 
from the export of some commodities like metals, such as dividends to shareholders 
abroad of Canadian companies. 

Gold Exports and Imports (Including Harmarked Gold)-- 

2 Amounts shown in this item have been selected to reflect the transactions in 
gold with direct effects upon the Canadian balance of payments. Accordingly, imports 

of gold for deposit in Canada under earmarked account and exports of gold from earmarked 
account have been deducted, while sales of gold to earmarked account have been included. 
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Total gold recorded among exports in Canadian trade rpg ce in 1938 is 
ase up of the following items: 


Millions of dollars 


-+- 


GOLd DEALING GuUSEUS GLC. a oe seis Sibiiciels sohareais Bie 

Gold bullion other than monetary ........000. led aA 

Foreign gold Coin... ..eessscecees cence ce eeee 60.6 _ 
156.5 


Imports of gold recorded in 1938 follow: 


8 POLeniapars,;* blocks sete sot... . eee. stat CLS eh 57 .4 
| . Gold coin over eererereoeoevree eee eee eeeeeoeve eeoeoeeeoee ee le 
) 57 8 


But earmarking transactions must be taken into account as well, for substantial amounts 
of the gold movements included in several of the items above, being movements to and 
from Canada of earmarked gold, did not give rise to financial transactions with effects 
upon the Canadian balance of payments. On the other hand, other transactions on ear- 
marked account, i.e. sales of gold to earmarked account, did give rise to credits of 
me cance to the balance of payments although the gold was not exported. Net credits 
received on account of gold in 1938 amounted to about $156.5 million. This amount is 
comparable in its significance to the export of an equivalent amount of non-monetary 
gold and compares with net credits of $145.0 million in 1937, $131.0 million in 1936 

apd $116.7 million in 1935. 


Tourist Expenditures-- 


| A provisional estimate of the tourist trade in 1938 based on incomplete data 
indicates net credits from tourist expenditures of about $145 million compared with 
$170.3 million in 1937 and $140.9 million in 1936. 


Total expenditures of foreign tourists in Canada in 1938 are estimated ten- 
tatively at $267.0 million while the expenditures of Canadian tourists outside of 
Janada are placed provisionally at $122.0 million. Corresponding foreign expenditures 
in Canada in 1937 and 1936 were $294.7 and $251.3 million respectively, while Canadian 
expenditures abroad were $124.4 million in 1937 and $110.4 million in 1936. 


Interest and Dividends-- 


Net payments on account of interest and dividends are estimated tentatively 
at $242.0 million in 1938 compared with $246.2 million in 1937 and $233.8 million in 
1936. ' 

7 Declines in both interest and dividends paid to investors abroad by Canadian 
governments and corporations were partly offset by reduced receipts by Canadians from 
investments outside of Canada, particularly receipts of dividends from United States 
| oo 


a 
_ Freight and Miscellaneous Services, etc.-- 

By 

Bs Payments to other countries for freight and the numerous services grouped under 
"Mi sce11encous Services" customarily exceed receipts. Net payments on account of 

freight declined from $25.5 million in 1937 to about $20 million in 1938. This was 

Mie: fort due to lower payments to United States railways and to British and foreign 


Ships for the transportation of imports to Canada, the result of reduced quantities of 


oS and lower ocean freight rates. The decline in such payments from data so far 
@vailable appears to have been greater than the drop in Canadian revenue from the per- 
fprence of transportation services for other countries. 


; Preliminary data also point to a small reduction in payments for miscellaneous 
Services. Items in this group include government expenditures, charitable and mission- 
ary contributions, advertising transactions, motion picture and other royalties, enter- 
tainment services, the earnings of international commuters, immigrants' remittances, and 
the capital of international migrants. 
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Notes on the Capital Account 


New Issues and Retirements of Canadian Securities Owned 


Outside of Canada 


Two Dominion government issues constitute the largest part of the total 
sredits of $89.9 million entered in the item of New Issues in the capital account. Both 
vere for purposes of refinancing maturing issues owned outside of Canada. One issue, 
the 3 1/4% London © oan of £10,000,0090 of 1958/63 was floated in the London market in 
January; the other, the $40,000,000 3%'s of 1968 was sold to a syndicate in New York in 
fovember. The ahounts erboad in the capital account are the par values less commis- 
sions, discounts etc. In the case of the London Loan the net proceeds so calculated 
aave been taken although a considerable part of maturing issues held in sinking funds 
vere reinvested in the new loan. Accordingly, the amounts of the maturing issues held 
in sinking funds have been included amoug the retirements as offsetting debits. Most 
of the remainder of the $89.9 million new issues was made up of new issues of stock of 
Janadian companies sold in England and the United States. 


Retirements incluce the maturing Dominion issues refinanced Ce the two new 
issues abroad although shu date of one maturing issue, the $40,000,000 2% Motes, is 
January 1, 1939. Other retirements of issues owned outside of Gahada were relatively 
light in 1938 compared with the volume of retirements in previous years. Serial pay- 
fents, maturing railway issues and calls of other corporation issues constituted a 
large part of the remaining retirements . 

: 

; The preliminary estimate of net retirements of $60.1 million in 1938 compares 
vith $88... million in 1937, $163.9 On in 1936 and $154.4 million in 1935. These 
ire the amounts by which retired issues owned abroad exceeded the net proceeds from the 
sale of new issues abroad. They are an estimation of the net outward movement of capi- 
jal arising from reGemption operations and are an indication of the extent by which 
Janadian indebtedness abroad has been reduced in recent years by means of redemptions. 


Sales and Purchases of Outstanding Securities 


| Statistics entered in this item of the capital account are derived from month- 
ly reports by banks, brokers, investment dealers etc. on the international trade in 
securities. While at the time the accompanying statement was prepared the records of 
the trade during the first eleven months were on hand, it was necessary to estimate the 
trade during December on the basis of partial retur:. 


| The principal development in the international trade in outstanding securities 
in 1938 as contrasted with 1937 is the change in direction. Whereas in 1957 there 

Was a small balance of purchases, in 1938 sales of securities by Canada to other count- 
ties exceeded purchases as was the case during the years prior to 1937 in which the trade 
las been recorded. 


The direction of trading between Canada and the United Kingdom, United States 
and Other countries was definite throughout the year. Inflows of capital from the 
Jnited States and from .‘her .ountries were only partly offset by outflows to the United 
Singdom in almost ay month. In the eleven mon*”:: ending in November net sales to all 
sountries were almost $36 million. During the same period net sales to the United 
States were more than $27 million and to other countries $17 million, while net repur- 
shases from the United Kingdom amounted to about $8 million. Information available on 
the trade during December indicates that the balance of sales to the United States for 
the twelve months was somewhat lower than during the eleven months. In contrast, in 

the year 1957, inflows of capital through the trade in securities from the United King- 
jom and other countries were exceeded by a predominant net outflow to the United States. 


} 

| Most of the net sales in 1938 were concentrated in the trade in Canadian 
stocks. During the first eleven months net sales to the United States of the stocks of 
Janadian companies were $22 million while net repurchases of Canadian stocks from the 
Jnited Kingdom amounted to about $8 million. Most of the increased demand from other 
werseas countries was also for Canadian stocks, the balance of sales being $15 million. 
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Less marked balances resulted from the trade in other groups of securities. 
Although the volume of transactions was large, total sales of bonds only exceeded pur- 
chases by a few million in the first eleven months, while large purchases of United 
States bonds in December resulted in net purchases of bonds for the twelve-month period. 
Likewise volume of trading in United States stocks was large, but the balance of sales 
for the year as a whole was not great. 


oe 


Net sales characterized the total trade during the year in Dominion govern- 
ment and Canadian corporation bonds and both also appeared on balance in the trade with 
each of the United Kingdom, the United States and other countries with the exception 
of transactions in corporation bonds between Canada and the United Kingdom. 


| Groups of issues purshased by Canada on balance during the year were Provin- 
cial, Municipal, Railway, and United States bonds, both government and corporate. Most 
of these repurchases of bonds were from the United States although repurchases of Cana- 
dian corporation bonds and Dominion guarantees from the United Kingdom were also appre- 
=e. 


: ; Other Capital Movements 

Information regarding the extent of the capital movements in this group is 
less complete at the time of writing than for most other items of the balance of pay- 
Ments. Reports on international transactions will only be received from most of the 
companies and institutions concerned at a later date in the year. Sufficient informa- 
tion, however, is already available on the general character and scale of the transac- 
tions covered in this item to establish the predominant direction of the movements and 
to indicate their approximate proportions. 


In 1938 the net movements of capital included in this group cecntinued to be 
outwards on balance and in very large volume, probably of greater proportions than in 
the preceding year. To a certain extent, however, this apparent increase in outward 
Movements of capital is due to the mecesei ty of introducing in the capital account 
debits to offset some entries in other items of the statement. 
| The principal groups of transactions included among “other capital movements" 
are those arising from the operations of banks, insurance companies, trust companies, 
Concerns in Canada falling in the category of British and foreign direct investments 
in Canada and Canadian companies with direct investments in branches or subsidiaries 
abroad. 


Residual Item 


This is a balancing item measuring the difference between the balancing items 
of the current and capital accounts. Theoretically, in a perfect balance of payments 
Met omont, the net balances in the current account and “pital account would exactly 
offset One another. The residual item, therefore, is a measure of the accuracy and 
completeness of the statement and may reflect either errors or omissions. In a prelimi- 
nary statement like the present it is not usually possible to draw very definite con- 
Clusions regarding the character of transactions or estimates affecting the residual 
item. 
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Estimated Canadian Balance of International Payments 
Preliminary Statement for 1938 


(In millions of dollars) 
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Credits Debits 

Exports Imports 

Visible Visible 
and and 


Invisible ___ Invisible __ 


Current Account of Goods 3, Gold and Services 


Net 
Credits (+) 
or 


Debits {~) 


1. Commodity Trade (adjusted) ...... MOMs SGAECO 666.5 + 180.5 
2. Gold (Net credits)(1).......... A algae) To BEe - + 156.5 
3. Tourist Expenditures(2)..... Cie eae eae BETO 122.0 + 145.0 
| Buperest end Dividends. ...cciccdsesseses site 70.0 312.0 - 242.0 
ND. Freight Transactions n.o.p. ......s.- Deere 101.0 121.0 - 20.0 
lm. Miscellaneous Services, etc. .....escisess 24.6 59.8 = S568 
7. Total Credits and Debits as \\bove......... 1,466.1 1,281.3 + 184.8 
8. Balancing Item--Difference between Credits 

| PaO A CSO ADOVS cise s don s.e oie se sess en ree coil eel 184.8 

1,466.1 1,466.1 
Credits Debits 
Capital Account 

im. New Issues of Canadian Securities sold 

abroad (including refinancing)....... Mp 89.9 - ) 

2. Retirements of Canadian Securities Owned ) - 60.1 
RELY s US A Ra eoeeeevoe eee _ 150,0) 

3. Sales and Purchases of age baeae Bee 

SHO Bie evatecetave one's eoeeeeeeenetrteeeeeeeeeeneeeee@ eee 367.0 340.0 + 27.0 
4. Other Capital ipvemanta (Net) Pemalav i ane - 127.0 ~ 127.0 
5. Total Credits and Debits as Above......... 456 .9 617.0 - 160.1 
6. Balancing Item--Difference between the 

| balancing items of current and capital 

BROUIUS soils s cae ss Si sliniierelah sl cdeueroterenetecisisvelleusr > 24.7 
SSS Ss SS SSS SS SSS SS SS SaaS SSS SEs SSS ie cee te aerate ar a ee 
(}raciudes earmarked gold--see notes. ce 


(2) 


Provisional estimate based on incomplete data. 
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t ESTIMATED CANADIAN BALAN! OF INTERNATIONAL PAYMENTS 


Preliminary Statoment for 1959 


Hy The preliminary statement of the Canadian Balance of International Payments 

wr 1939 presents provisional estimates of the cuxrent items of goods, gold and services 
id the principal capital items in Canada's internavional accounts for the year. While 
mplete and final information will not be available until later in the year, sufficient 
ita are now available to permit the presentaticn of the salient features of last year's 
ransactions. 


The Canadien Balance of International Payments for the year 1939 retained the 
me general outline as revealed by statements for a period of years. As has been the 
ase in each year since 1933, the current extemal income of the Dominion exceeded cur- 
mt disbursements in other countries by a wide margin. The balance of«credits on cur- 
mt account in 1939 was $209 million compared with $180 million in 1938 and $218 mil- 
lon in 1937, 


Income from each of the three principal sources of revenue, merchandise, gold 
ad the tourist trade was at a higher level than in 1938 but payments to other countries 
a account of interest and dividends and freight were also somewhat higher. The three 
toad groups of capital movements shown in the capital account also attained greater 
roportions than in 1938 and followed in the same direction as in the preceding year. 

or example, the outflow of capital for the retirement of Canadian securities owned 
proad was heavier, while the inflow of capital arising on balance from sales and pur- 
qases of owistanding securities was also in greater volume than in 1938. Other capital 
wements, including changes in short-term foreign assets and liabilities, continued to 
3 heavier and reflected debits on balance. 

| 


a Influences affecting the balance of payments in 1939 were, however, much more 
iverse than the above-noted parallel changes in the statement would suggest. Among 

he economic influences of significance to Canada in the pre-war months wes the higher 
avel of economic activity in North America compared with the first part of the previous 
aer , and the greater concentration upon rearmament in Europe. During this period some 

+ predominant movement of capital from Europe to New York was diverted to Canada 
though on a relatively small scale; while in the first six months of the year there 

are appreciable inflows of capital to Canada from the United States. With the outbreak 
if war an entirely new background was created. The wicespread extension of economic | 
ontrols and the concentration of effort in belligerent countries imposed & new economic 
tamework which is exemplified by foreign exchange control, the regulation of interna- 
lonal capital movements and the increased importance cf public finance. The realignment 
‘foreign exchange rates that accompanied the war has also had profound influences 

on the commercial and financial relations between netions. The rapidly eccelerated 

age of business in the United States was another influential factor in the latter half 

f the year. 

a 
2 Alterations in the balance of payments statement in 1939 should accordingly 

3 regarded in the light of changing conditions and special circumstances. The larger 
P ces of credits from the merchandise and tourist trades and from gold reflect in the 
nn increased external income. An increase in exports of merchandise to the United 

tes was an imortant factor contributing to the larger credit balance, as this expan- 
On in exports was more than sufficient to offset the larger imports from the United 
ates and the contraction in the credit balences from trade with the United Kingdom and 
ler Overseas countries. This reduction in the debit balance on merchandise account 

wh the United States took place in the pre-war months as both imports and exports be- 
ae Canada and the United States were greeter after August. The expansion in the 


alue of trade in the latter months of the year was a reflection of heavier demand for 
oods in both countries as well as of the cffects of the lower foreign exchange value 
fe the Canadian dollar upon the value of trade in terms of Canadian currency. 
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Summary Table 
Canadian Balance of International Payments 1935 - 1939 


Net Receipts or Credits (+);Net Payments or Debits (-) 


(In millions of dollars) 


eae SR a NN ER RE OE 
. 1936 1937 1938 1939 (1) 


1935 


% 
~ —— nar ennenneRenneeeemnenetl 


Current Account of Goods, Gold and Services 


PII T eters rt eONO. ot hSLe +202.0 


1. Merchandise ...... iE ogee ae uckene Rye lopata te te) e ia'ne 
ae An cian. Shad ler esimss sro weet «8 padlbn® welbiO) 14a s Onn weDS.by pees. 
MTOURIGS  TIAdG sic «x @ xine aes 0946 lati Ce bicseig O12 TAOS ee 70.3 Lebel int 426540 
4. Interest and Dividends ........ Gag om S A ald -208.6 -233.8 -246.2 -251.0 ~-260.8 
IDE nd she: « 50.4: thas Were diva He dine Bee ox 0 phd ode) yg Fe By oe B58 he 2bedy ' #4Ous 
Mm Miscellancous Services 2... ccerseccess eis 29s On or 0 - 38.7 =) 43.5 ~ 40.8 
7, Net Receipts or Credits on Current a 

Account Bese. 6 US bE Heeb ae PLS Hue OBSO £2182 +180.2 +209 .0 


Capital Account 


8. New Issues and Retirements of Securi- 


MOOEMEU Cease eres tees scares ee se 6 -154.4 -163.9 - 88.4 - 61.9 - 90.2 
9. Sales and Purchases of Outstanding Se- 

Pee Gee crs eels s sles csc tae sess sae s 4a Mg © a Si es 3 - 4.8 + 28.9 hase 
10.0ther Capital Movements .....eereeeeeees - 70.0 - 97.6 -105 .6 -102.0 ~144.0 
11.Net Outward Capital Movement ......... pel OT sede 72 ~198.8 -135.0 -162.1 
i2.Residual Item ........ Kets BODE tRiai as Mase 3.4 54.8 19.4 45.2 46.9 


(1). prelimi nary 


(2) In 1939 this item represents "Net Exports of Non-Monetary Gold" rather than "Net 
Credits .* 


The exchange factor also had the effect of raising the value of net exports of 
‘non-monetary gold in the months following August, although the main increase in the 
Value of exports of non-monetary gold is on account of larger production of the metal 
in Canada. It should be noted that the figure representing net exports of non-monetary 
gold in 1939 includes domestic monetary purchases. The increase in the gold stock of 
‘the Bank of Canada in 1939 due to purchases of gold amounted to $21,152,000. This 
credit appearing in the current account is offset in the capital account by an entry of 


‘the same amount. 


b. While preliminary estimates of the tourist trade show a Slightly higher balance 
‘of credits, it will be observed that tourist expenditures both in Canada and outside of 
Canada declined. The contraction in the expenditures of Canadians outside of Canada 

was greater than that in expenditures in Canada. The total expenditures in Canada were 
fairly well sustained because of the heavy volume of travel in the sumer months before 


e 


‘the war. 


; Net payments for interest and dividends are estimated at a higher level in 
1939 than in any year since 1932. The change in balance was chiefly due to a sharp 
drop in receipts of dividends from some companies operating abroad in which there are 
large Canadian interests. Total payments of interest and dividends by Canada to inves- 
tors abroad were not much changed so far as can be ascertained from available informa- 
tion. While interest payments in recent years have been appreciably reduced because of 
... volume of retirements of Canadian bonds owned abroad, the reduction in 1939 was not 
Very great, as the premium on United States dollars paid to bondholders abroad in the 
latter months of the year was sufficient to cancel part of the reduction due to retire- 
Ments in 1938 and 1939. Information to hand regarding dividend payments by Canadian 
Companies to shareholders abroad is as yet incomplete, but indicates that such payments, 
both to portfolio shareholders and to parent companies outside of Canada, continued to 
be heavy. Payments on account of freight were also greater, a reflection in part of 
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nereased imports from the United States and of a sharp rise in the cost of ocean trans- 
ortation. Other payments for services remained substantial on balance, even though 
jome sources of credits furnished larger receipts. 


While capital movements in 1939 continued to be predominantly outwards, there 
ere important counter-movements as well as special circumstances to be considered. The 
et retirement of Canadian securities owed abroad was again an outstanding feature 
yf the Canadian capital account. The excess of retirements over new issues abroad in 
1939 is estimated at $90.2 million as compared with $61.9 million in the previous year. 
| major contributing factor to this large excess of retirements over new issues abroad 
- the redemption of part of the Dominion of Canada 5 1/2% Registered Stock of 1930-50, 
which was called after the outbreak of the war, since a number of the other externally~ 
wned bonds retired during the year were refinanced by new bond issues sold in the 
INited States. This repatriation operation, begun in November, is an important factor 
n the Dominion's contribution to the allied war effort. In contrast, the amount of 
lew issues sold in the United States before the war was greater than the amount of re- 
sired issues owned there. The net retirements of $90 million do not represent a net 
ut flow of funds equal to that entire amomt in 1959, as there were offsetting changes 
n short-term banking assets and liabilities in connection with these security transac- 
sions which are taken into accomt in the item "Other Capital Movements." 


In contrast to the outward movement of capital for the retirement of securi- 
sies is the large inflow of capital from the international trade in outstanding securi- 
sies. Sales of securities to other countries surpassed purchases by $72 million. This 
vapital inflow was from the United States and other foreign countries, Canada having 
repurchased securities from the United Kingdom on balance. The influx, although 
xeaviest in the first five months, was maintained throughout the year except in the 
months of June and September. In the months following September the capital inflow was 
almost all from the United States. This inflow of capital arising from the internatioal 
trade in securities was accounted for principally by the trade in Canadian and United 
States securities. Canadian securities were, on balance, sold to United States and 
Suropean investors, the United States preference being for Canadian bonds while most of 
the other foreign demand was for Canadian stocks. Sales of United States stocks by 
Janadians were substantial. 


) 
Less complete information is available at the time of writing regarding other 
capital movements in 1939. Nevertheless, the extent of certain groups of transactions 
Ls already known and sufficient data on the trend in others are available to furnish 
the basis of a preliminary estimate. This group of capital movements gave rise to a 
larger net debit than in previous years. Included in this item are capital movements 
connected with international direct investments, insurance companies, changes in short- 
term assets and liabilities and accounting adjustments such as a debit entry to offset 
the inclusion of danestic monetary purchases in the credit item of the current account 


"Net Exports of Non-Monetary Gold." 


The long-run effects of the capital movements in 1939 upon the balance of 
international indebtednes of Canada were varied. British holdings of Canadian securi- 
ties were reduced while United States holdings of Canadian bonds and other foreign 
holdings of Canadian securities, particularly stocks, increased. At the same time 
Canadian holdings of United States stocks were reduced appreciably. The effects of 
ope rat ions during the year upon the value of direct investments and upon the value of 
portfolio holdings of existing stocks can only be ascertained after a detailed ap- 
praisal. Fluctuations in short-term assets and liabilities were considerable and, being 


subject to unusual developments, require special interpretation. 
) Notes on the Principal Items of the current Account 
: Merchandise Trade (Exclusive of Gold) 


. 
| 
e Statistics shown under this item exclude all gold and have also been altered 
for balance of payments purposes by adjustments such as the elimination of non-commer~ 


cial items. 
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rae Gee 
somparable data on the commodity trade for a five-year period follow: 


1. Merchandise Trade Between Canada and Other Countries (Exclusive of Gold), 
adjusted for Balance of Payments Purposes 1955-1939. 


(In millions of dollars) 


Net 
Exports Imports Credits 
Es dieiRk alk ddin's 6 9)0' 6 RIE 735 6 542 .9 +iipoes? 
SN iis bas s'av n.0« PORE 947 .9 625.7 + 322.2 
Eagan ka ese esac eum LPOeoe? 796 4 + BLS.S 
EEE Wished as eres e ease es 847 .1 665.2 + 181.9 
Nis ew ais sinh ee ad 933.6 731.6 + 202.0 


‘ The value of both exports and imports increased approximately 10 per cent in 
1939. The gain in exports was $86.5 million, while the gain in imports was $66.4 mil- 
Lion with the result that net credits from merchandise during the year increased fram 
$181.9 million to $202.0 million. Some increase in the Canadian dollar value of trade 


in the last third of the year is attributable to the premium on United States dollars. 


. As is customary there were large credit balances fran merchandise trade with 
jhe United Kingdom and other overseas countries and a debit balance from trade with the 
Init ed States. Although the credit balances from trade with the United Kingdom and 
Werseas countries were lower in 1939 than in 1938, the effects of such contractions 
ipon the balance of trade with all countries were more than offset by a reduction in the 
lebit trade balance with the United States. For, while imports from the United States 
reached their highest level since 1930, exports to that country also were greater than 
In recent years and increased more in 1939 than did imports. 


Gold 


The amount of $184.4 million entered in the statement for 1939 to account for 
gold represents the value of "net exports of non-monetary gold" as computed by the Bank 
f Canada, This figure is not comparable with those used in the gold item of the 
valance of payments statement in previous years, mainly for the reason that it includes 
gold purchased for domestic monetary stocks. Such amounts, however, are offset in the 
tapital account of the balance of payments in 1939 by a debit entry included in the 
ltem "Other Capital Movements" representing an equivalent import of monetary gold. The 
‘igure used in the gold item for 1938 reflects the net credits received, and consequente 
ly does not include "domestic monetary purchases" in that year. Net exports of non- 
monetary gold in 1938 are computed at #160.5 million, a figure comparable to the $184.4 
Million shown in the statement for 1939. Changes in gold held under earmark were taken 
nto account in calculating all amounts shown. 


3 Although the principal reason for the larger exports of non-monetary gold in 
939 was the increase in production, another factor was the premium on United States 
lollars from August until the end of the year. 


Tourist Expenditures 


P Preliminary estimates of the international expenditures of tourists and 
iPavellers indicate that there was a balance of credits in Canada's favour of about 
$165 million in 1939 compared with $162 million estimated for 19358. 

Total expenditures of tourists from other countries are provisionally estima- 
ted at $275 million, while the expenditures of Canadians outside of Canada are placed 
it $110 million. Both groups of expenditure were lower than in 1938 when the corres- 
yonding amounts were about $283 million and #121 million respectively. While the out- 
oreak of the war affected the tourist trade, the resulting reductions in some types of 
iraffic appear to have been more than offset by heavier movements earlier in the year. 
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| summary of tourist expenditures in recent years follows: 


Estimated Tourist Expenditures 1935-1939 


i (In millions of dollars) 


w 

‘ Expenditures in Expenditures of 

‘ Canada of Tourists Canadian Tourists Net 

q from Foreign in Foreign Credits 

@ Countries Countries 

} (Credits) 7 ~ a. (Dents, i 
Ga wiean vee © © 214.8 95 .6 119.2 
ibn a esis ke 251.3 110.4 140.9 
eri 294.7 124.4 170.3 
cae DS Maes 283 .0 121 .0 162.0 
Swit ehh ais + 275 .0 110.0 165.0 


Interest and Dividends 


‘ Net payments on account of interest and dividends are provisionally estimated 
at $260.6 million compared with $251 million in 1938. 


5 The most important change was the decline in receipts of dividends from can- 
= abroad, which had the effect of increasing net payments on interest and dividends 
account, as available information indicates that total payments by Canada in 1939 were 
about the same as in 1938. Any reduction in interest on Canadian ponds paid to bond- 
holders abroad because of retirements and refinancing was mostly offset by the premium 
on United States dollars in the last quarter of the year. Partial data on dividend 
ayments of Canadian companies, on hand at the time of writing, indicates that dividends 
paid to both portfolio investors and parent companies refizined at a high level in 1939. 


’ 


Estimated Receipts and Payments of Interest and Dividends by Canada 1935-1939 


; 
4 


(In millions of dollars) 


Received by Paid by Canada 

Canada from on British and Net 

Investments Foreign Investments Payments 

Abroad ____in Canada (-) 

(1935 Bistowiste sft oe oss es 62.0 270.6 - 208.6 
BOO wee sees cece Be 76 2 310.0 - 233.8 
W9S7 cece eecesecees 78.8 320.0 - 246.2 
MES cose wees eee es 66.0 317.0 = 2514.0 
WISI wc eee were ee eees 53 .2 314.0 - 260.8 


7 Freight and Miscellaneous Services 

7 Although it is possible to estimate only approximately, so early in the year, 
the changes on freight account, sufficient information is available to reveal the trend. 
A substantial increase in net debits is allowed for in this item on account of larger 
payments to United States railways for freight on increased imports and on account of 
the very sharp rise in ocean freight rates and the war risk insurance in the last four 
Months of the year. 


% Preliminary estimates do not point to much change on balance in the payments 
for other services, etc. Included in this group are government expenditures for other 
purposes than merchandise, interest, and principal; charitable and missionary contri- 
butions; advertising transactions; motion picture and other royalties; entertainment 
Services; the earnings of international commuters; immigrants’ remittances, and the capi- 
tal of immigrants and emigrants. Among the more notable changes in this group of tran- 
gsactions in 1939 were heavier government expenditures on account of the war and substan- 
tial imports of capital refore the war by refugees and other immigrants from Europe. In 
Some instances capital brought by the latter was used to establish new industries in 
Canada. 
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Notes on the Capital Account 
New Issues and Retirements of Canadian Securities Owne ad 


Outside of Canada 


Retirements of Canadian securities owned abroad continued to exceed sales of 
ewly issued Canadian securities outside of Ganada. Net retirements in 1939 are esti- 
ated at $90.2 million compared with $61.9 million in 1938. Both new issues and retire- 
ents were in heavier volume in 1939 than for several years. 


Estimated New Issues and Retirements of Canadian Securities 
Owned Outside of Canada 1935-19359 


(In millions of dollars) 


New Issues Retirements of Net 
Sold Abroad Issues Owned Retirements 
cy ee Aoroad 
ns wa o.6 0 5 0 217 er pet: ~ 154.4 
MU sc asecessss TOG.ea 270.0 - 163.9 
MDI otovele.eie 00.5 2 89.5 dees - 88.4 
MEET vw eae 0 0 6's 6,0 88.6 T50 co - 61.9 
MEET. a 5 4/6 46s, 0s 144 .5 254.7 - 90.2 


As the above table reveals, the total of new issues sold outside of Canada 
in 1939 was the highest during the past five years. Hach group of bonds, Dominion, 
provincial, municipal and corporate is represented in the total, and about one half of 
the total is made up by large public utility issues. With the exception of a mnicipal 
issue sold in the Netherlands, practically all of the new issues were sold in the United 
States. Most of the bonds sold were for the purpose of refinancing maturing or called 
issues owned outside of Canada and a substantial part of the credits shown in new 
issues account is offset by debits in the item "Other Capital Movements" representing 


@ rise in short-term foreign assets. 


of the total issues owned abroad which were retired during the year considera- 
bly more than half were called for redemption before maturity. While some of the re- 
tired issues were refinanced by the new issues sold outside of Canada referred to above, 
others were refinanced by issues sold in domestic capital markets. Retirements were 
heaviest among corporation issuws and these, along with that part of the Dominion of 
Canada 3 1/2% Registered Stock of 1930-50 which wes redeemed during 1939, represent the 
bulk of the total retirements of $234.7 million. The Dominion Government, minicipali- 
ties and corporations retired, on balance, securities owned abroad, while sales of new 
issues of provincial government bonds in the United States exceeded retirements by an 
appreciable margin. 


: Although total net retirements amounted to $90.1 million, there were inflows 
Of capital on balance from the United States and from overseas countries other than the 
United Kingdom, arising from sales of newissues. It is estimated that new issues in the 
United States exceeded retirements during the year by $26.1 million while net new issues 
in "other countries" were about $3.4 million. The net retirement of issues owned in the 
United Kingdom, on the other hand, are estimased at about $119.7 million. This inflow 
of capital from the United States and other countries took place in the months before 
the war while, in contrast, most of the retirments of issues held in the United Kingdom 
took place after the outbreak of war. In fact, the repatriation of the Dominion of 
Canada 3 1/2% Registered Stock accounts for a large portion of the retirements of bonds 
held in the United Kingdom, and this operation is part of Canada's economic contribution 


to the prosecution of the war. 


It should be pointed out, however, that sume of the amounts discussed above 
are offset in the balance of payments statement for 1939 by debits and credits taken 
=: account in the computation of the item "Other C»pital Movements" to represent 


changes in short-term banking assets and liabilities resulting directly from security 
transactions entered in the New Issues and Retirouwents item. 
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Sales and Purchases of Outstanding Securities 


——-—-— — —_ + 


: Although the volume of trading in securities between Canada and other countries 
was smaller in 1939 than in 1938 the net inflow of capital was much heavier, Sales of 
securities by Canada to other countries exceeded purchases by $72.1 million. 


Sales and Purchases of Securities Between Canada and 
' Other Countries 1935-1939 


¢ ‘ (Millions of dollars) 


i Sales to Purchases from Net Sales (+) 

H Other Countries Other Countries Net Purchases (-~) 
MEG S's a 30> 5's 301 .8 250.8 + 51.0 
MEOS6 oe. tee 422.5 414.7 + 7.8 
MELGO7 scccsese 506 .6 oll .4 - 4.8 
M1938 4... ee 369 .2 340 .3 + 28.9 

MOD sesccace 311.0 238.9 + 72 od 


Most of the inflow of capital in 1939 was from the United States. Of the 
total net sales to all countries shown above there were 457.4 million originating in 
the trade with the United States. The remaining inflow was from overseas countries 
‘other than the United Kingdom, net sales to these countries being $20.2 million, while 
in the trade with the United Kingdom there were net repurchases by Canadians of $5.5 
Million. 


The inflow of capital from the United States arose from sales of both Canadian 
and United States securities. Net sales of Canadian securities to that country were 
in the trade in bonds, there being small repurchases of Canadian stocks on balance. The 
inflow of capital from overseas countries, mainly from continental Europe, was, on the 
Other hand, mostly for the acquisition of Canadian stocks. Both Canadian stocks and 
Donds were repurchased in the trade with the United Kingdom. 


—————————— a Lenneint 


(In millions of dollars) 


Net Sales (+) 


Sales Purchases Net Purchases (-) 
> Canadian BondS ......ceeeeevvccece Tlf s LEST A + O9el 
meroanadian StockS ...cccsscscsessors 78.0 66 .O Suet 

Total - Canadian Securities ...... 195.9 "eee Py 5) WR 
Mnited States Bonds ...ceesceee aL ene W455 a Shee) ae Saat) 
United States Stocks ........ NE 88.3 MAD) ale) 
Total - United States Securities. . Tete Mien + 18.3 
Other Securities - including un- 

specified bonds ..eeseeees eee Tora 9.9 + S60 
mouel — All Securities ..csecacece EMEA, 258.9 ie elke 


| 

| 

( As the above table reveals, foreign holdings of Canadian securities increased 
“while Canadian holdings of United States securities were reduced as a result of the 
‘trade in securities. Of the total of 472.1 million net sales of securities by Canada 
“during the year, there were $51.2 million originating from the trade in Canadian securi- 
ties, $18.3 million from dealings in United States securities, $1.0 million in United 
“Kingdon securities, while the remaining $1.6 million was made up of short-term and other 
foreign and unspecified securities. Dominion, provincial, Dominion guaranteed and 
“corporation bonds were all sold on balance. Net sales of all groups of Canadtan bonds 
“amounted to $39.1 million while net sales of Canadian stocks were $12.0 million, Almost 
all of the $18.3 million net sales of United States securities were in the trade in 


stocks. 


Partially offsetting the net credits of 472.1 million entered in the capital 
account of the balance of payments statement under the item "Sales and Purchases of 
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tstanding Securities" are debits appearing in the item "Other Capital Movements." 

ese debits represent an estimate of the difference between net sales of securities and 
sales of foreign exchange. This difference arises from various factors, including 
reduction of Canadian brokerage balances in New York. 


Other Capital Movements 


Preliminary estimates of other capital movements in 1939 point to a considera- 


5 


ly larger net debit than in 1938. While records of many of the transactions included 
n this item will not be available until later in the year, sufficient records of im- 


ortant parts of the item as well as preliminary data covering other parts ere on hand 

oO permit a tentative estimate, which may be regarded as indicative of the trend rather 
shan representing the absolute amount involved. It should be pointed out that this 

tem does not exclusively reflect long-term capital movements, as a substantial part of 
he item represents changes in short-term assets and liabilities and unavoidable ac- 
ounting offsets to transactions entered elsewhere in the balance of payments statements. 


. Included in "Other Capital Movements" are estimates of the net remittances be- 
ween companies in Canada and their head offices and subsidiaries in other countries 

rhe n these remittances are not entered elsewhere in the balance of payments statement, 
1g. in the interest and dividends item. The operations of a very large group of com- 
anies are therefore accounted for by this item, embracing as it does the transactions 
if British and foreign branch and subsidiary companies in Canada and of the foreign 
ubsidiaries of Canadian companies as well as of insurance companies and Canadian trust 
Ompanies. The heading “Other Capital Movements" also covers the net change in the 
oreign assets of Canadian banks and an adjustment to the statistics of sales and pur- 
hases of outstancing securities referred to in the notes on that item. In the computa- 
ion of changes ir short-term banking assets and liabilities in 1939, allowance was 

ade for some unusually large transactions partly offsetting entries in the items re- 
Tesenting new issues and retirements of Canadian securities owned outside of Canada. 
urchases of gold for domestic monetary stocks have been entered as debits here to off- 
et their inclusion in the current account item "Net Exports of Non-Monetary Gold." 


Residual Item 


This is a balancing item measuring the difference between the balancing items 
if the current and capital accounts. Theoretically, in a perfect balance of payments 
tatement, the net balances in the current account and capital account would exactly 
ffset one another. The residual item, therefore, is a measure of the accuracy and com- 
ileteness of the statement and may reflect either errors or omissions. In a preliminary 
tatement such as the present it is not usually possible to draw very definite conclu-~ 
ions regarding the character of transactions or estimates affecting the residual item. 


) 


oe: Weer 


Estimated Canadian Balance of International Payments 
Preliminary Statement for 1939 


(In millions of dollars) 


Credits Debits 


Exports Imports Net 
Visible Visible Credits (+) 
and and or 
Li _Invisible _ Invisible Debits (=) 


Current Account of Goods, Gold and Services 


Merchandise Trade (Adjusted) .....cceceeeueee 933.6 732.6 


+ 202.0 
Go1all eseesveee#waereeeeeeeeee eeeteaeervreepvr@eeteeeeeee © 6 @ 184.4 — + 184.4 
mourist Hxpenditures .3......06- RORBOS S08. 4 SPR O #100 + 165.0 
Interest and Dividends @eereeevoeeveeevevese oseeee 53 32 314.0 Sa 260 8 
Boi@nt TrANSACTIONS N.O.p. wovasescces eee 86 .0 126 .8 - 40.8 
Miscellaneous Services ete. eeeeeevee eee eoevee ee 29 Pal 69.9 Pre 40.8 
Total Credits and Debits as Above ........60. 1,561.3 1,352 33 + 209.0 
Balancing Item - Difference between Credits 
and Debits above een eevee ae erveeeveeeee ee & & 209.0 
LE SGE CS 1)561.3 
Credits Debits 
Capital Account 
New Issues of Canadian Securities sold 
abroad (including refinancing) ............. 144.5 ) 
Retirements of Canadian Securities owned ) - 90.2 
abroad eoeeeee reese ee ee eeeeevrereereneere eevee eee ee & NC: EW a | 
Sales and Purchases of Outstanding Securi- 
ties eoeeeeeenee ee @ eeseeeeveeeeeweeeoeveeee eve eee ee oe Sila e: 238.9 + Tee 
Other Capital Movements (Net) ...... Spates eae ; - 144.0 - 144.0 
Total Credits and Debits as Above ......... a A555 617.6 - 162.1 
Balancing Item - Direct Estimate of Net Out- 
ward Movement of Capital ....cscesreeee P¥an 3h bane LOS wo 
, 617.6 617.6 


Residual Item - Difference between the 
_ balancing items of Current and Capital Ac- 
PEEPS Say Gus 6 id) eieve sie ss San ane e Sees cree es eee 46 .9 


————————— ee 


(1) "Net Exports of Non-Monetary Gold - Includes Domestic Monetary Purchases. 
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REVISED STATEMENT 1938 


Geographical Distribution of Canada's International Payments in 1938 


4 A revised statement of the Canadian Balance of International Payments in 1938 
gay the geographical distribution of transactions is presented in a table at the 

ind of this report. While the geographical distribution of some important groups of 
fensactions is a matter of record, that for others is estimated. Although the distri- 
ution of transactions by countries is based on less well-defined data than the totals 
or all countries, the analysis does provide a delineation of the main outlines of 
enada's commercial and financial dealings with the United Kingdom, the United States 
nd other countries. It throws light upon the sources of demand for Canadian goods and 
ervices as well as on the distribution of Canadian purchases of goods and services. It 
iso reveals the divect source and destination of movements of capital although the 
eneficial ownership or ultimate destination of capital may not always be disclosed. In 
eneral, it should be noted that transactions are classified in the statement by country 
f residence of the participants rather than by the currency in which they are executed, 


: The geogrephical distribution of the Canadian Balance of Payments in 1938 re- 
gals the following broad outlines, Net credits were derived from current account 
Pansactions with the United Kingdom and from both current and capital account transac- 
fons with "other countries" while there were net debits on capital accoumt with the 
aited Kingdom and on both current and capital accounts with the United States. The 
tincipal changes between 1937 and 1938 in the current account balances consisted of 
arger net credits with the United Kingdom and "other countries" and a larger balance of 
sbits with the United States. The main changes in the capital account were: an in- 
teased outward capital movement to the United Kingdom, a sharp contrestion in the out- 
low to the United States, and a heavier inflow from other countries. Total net pay- 
mts on current and capital account to the United States were smaller, while total net 


Bete from the United Kingdom were lower and those from other countzies were higher. 
| 


| In current trading with the United Kingdom in 1938 merchandise and gold pro- 
\ded the sources of large balances of credits which were partly cancelled by substan- 
al payments of interest and dividends to investors in the United Kingdom and by appre- 
.able payments for other groups of services. The balance of credits on current ac-~ 
unt was greater than in 1937. Capital movements in each of the three groups shown 

ire predominantly towards the United Kingdom, with the result that the net outflow of 
pital of $53.2 million from Canada to the United Kingdom in 1938 was the highest in 

l@ twelve years (1927-1938) for which statistics are available. To... net credits on 
= and capital account combined were accordingly Slightly lower in 1938 than in 


$7, being $143.1 million as against $152.5 million. 


In the current account with the United States the tourist trade and gold con- 
nued to be the main sources of credits on balance, while the merchandise trade and 
terest and dividend payments to United States investors gave rise to the bulk of the 
bits. The balance of debits in the current account with the United States rose 
Arply in 1938 as a result of increased debits in the merchandise trade and decreased 
edits from gold and tourist expenditures, and was higher than in any year since 1933. 
@ net movement of capital from Canada to the United States was much smaller than in 
37 or other recent years. While retirements of (2nadian securities owied in the 
ited States and "other capital movements" were somewhat smaller, the main reason for 
® reduced net outflow was the net inflow of capital arising from the trade in out- 
Te securities in contrast to an opposite movement in 1937. Totc. ..et payments on 
trent and capital account with the United States in 1938 were $233.8 million compared 
th $240.2 million in 1937, the reduction in capital outflow being mostly offset by 
ereased net payments on current account. 


; 


The current account with "other countries," i.e. countries other than the 
ited Kingdom and the United States, «ows larger net credits than in any year since 
299. Arise in net credits from merchandise, and unusual exports of gold to Europe, 

re responsible for the increase. The capital inflow to Canada from “other countries" 
also larger than usual. Most of this inflow came from sales of Canadian stocks to 
festors in continental Europe. The net credits on current and capital account combined 
munted to $135.9 million compared with $107,1 million in 1937 and are larger than in 

r year since 10:2. 
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Balancing Items of Current and Capital Accounts Between Canada anc and the United 


a ee en a ne ee ere ere: 


Kingdom, The United States and Other ( Countries 1934-1938 


Net Receipts or Credits (+); Net Payments or Debits (-) 
(In millions of dollars) 


Se a a a a I a nF 
: Balancing Item of Current Account between Canada and 
All United United Other 
q Countries Kingdom |. | Beehee Countries 
ee 72.60 + 93.2 = 9325 + eS 
Re a +176.9 +113 .9 + POLS 6257 
1936 epeneisi ane +308 .9 +228 07 ~ 10.7 + 90.5 
L957 o.oo +218 .2 +176 .8 - 55.3 + 96.7 
MEE veg ween’ +180 .2 +196 3 -155 4 +117 .3 
“ Balancing Item of Capital Accomt between Canada and 
All United tates wi Other 
Countries Kingdom States Countries 
MAE oes 0 a's -115 .8 + 93.9 213 .0 ae RE 
935 55000 ~173.5 = 44.1 -139 .9 + 10.5 
ee -205.7 - 23.8 ~220 <2 + 1.3 
er -198.8 ~ 24.5 184.9 + 10.4 
MTD 0. 5 90. a -135 .0 = OOok ~100.4 + 18.6 


‘Total Net Current | it and Ca pitel Tre ran sections between Canada and 


All “tnited “Cite f. Other 
Countries Kingdom States Countries 
(Residual Item) nite, Pere. Cae eS Reese 

BIOS wesc ee - 41.0 +192.1 -306 .5 + 73.4 
| + 3.0 + 69.8 =139 .6 + 73.2 
BEDO ecwess + 54.8 +199.9 ~ZO8 9 + 91.8 
ae + 19.4 +1525 ~240 08 +1071 
$958 wc eee + 45.2 ue ~235.8 +135 9 


nes wen cen a ne ne nt 


Long-term changes in the balance of international indebtedness of Canada, 
isofar as they are the result of security transactions during 1938, were in the fol- 
ywing directions: 


Holdings of Canadian bonds and stocks in the United Kingdom were reduced by 
i retirement operations and repurchases of Canadien securities by Canada. On the 
she r hand, the holdings of Canadian securities in other overseas countries increased. 
st of this demand from Europe was for Canadian stocks. While considerable changes 
yok place in the holdings of Canadian securities in the United States, there were im- 
ortant divergent movements of capital. The amount of Canadian bonds held in the United | 
bates was reduced by redemptions but a balance of sales by Canada to the United States 
1 the trade in securities cancelled part of the effects of the retirements upon total 
Mldings. United States holdings of Canadian stocks were also increased by the trade in 
securities during the year. In the same period Canadian purchases of United States 
mnds were appreciable, while there was a small baiaice of seles of United States and 
lited Kingdom stocks and slight purchases of other foreign securities. Other changes 
1 international indebtedness in 1938 are more obscure and, being often the result of 
iternal changes, will be completely revealed only at a later date. 
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Published by Authority of the HON. JAMES A. MacKINNON, M.P., 
Minister of Trade and Commerce 


{ DEPARTMENT OF TRADE AND COMMERCE 
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INTERNAL TRADE BRANCH 


nion Statistician: BR. H Coats; LL.D,, FsR-S.C., F.5.6. 
ef, Internal Trade Branch: H. Marshall, B.A., F.S.S. 


tistician: C. D. Blyth, B.A. 


ESTIMATED CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


: 
) Preliminary Statement for 1940 
a 


or some groups of transactions, the preliminary statement just released by the Dominion 
reau of Statistics is believed to be sufficiently complete to reveal the broad outlines 
f the balance of payments during 1940. The statement reveals the fact that the underly- 
1g strength of Canada‘s balance of payments with the rest of the world as a whole was 
ven greater than before the war. Her net surplus on current account transactions with 


ui other countries was $176 million in 1940 compared with $137 million in 1939. 


th As was to be expected, many of the component items were profoundly influen- 
ed by the war. Catatanding, of course, was the enormous increase in Canada's exports to 
he United Kingdom, and an even greater rise in imports from the United States. The 

atter was due to requirements Zor the Dominion’s own war programme, to the substantial 
nited States content in terms of materials and new capital equipment of British war 
urchases in Canada, and to the increased domestic demand for consumption goods from the 
nited States caused by sharply rising national income. 


r Financial developments arising from the war have made it necessary to con- 
ider Canada's total balance of payments position in terms of two separate divisions; 
iz., transactions with the sterling area, and transactions with the rest of the world 
th which Canadats dealings are on a U.S. dollar basis. In more normal periods, Canada 
las had a deficiency in current transactions with the United States, which has been 
lovered by her considerably larger surplus with sterling countries. The war has greatly 
mereased both the sterling surplus and the deficioncy of United States dollars, while 

ib the same time it has interfered with the normal process of offsetting one against the 
‘ther, since, because of the United Kingdom's exchange position, sterling is no longer 
'reely convertible into United States dollars. Consequently, this preliminary report 
Mceludes separate statements for Empire (1.e., sterling area) and Non-Empire (i.e., 

.S. dollar area) countries as well as for the United Kingdom and the United States. 

uch regional statements, however, are subject to a wider margin of error than the general 
itatement of the balance of internatbnal payments. 


4 The first table in this statement compares the current account items for 
11 Countries and separately for the United Kingdom and the United States in the years 
939 and 1940. It should be noted that all amounts are given in Canadian dollars. Com- 
arisons between 1939 and 1940 should, of course, take account of differing exchange rates 


m the two years. 


4 


E Current Transactions with the United Kingdom 
; There was a net credit balance on current account with the United Kingdom 
%& $347 million in 1940, compared with $126 million in 1939, the increase being accounted 
‘or chiefly by the rise in exports from $332 million in 1939 to $551 million in 19h0, 
These figures include exports to the United Kingdom on Canadian account, as, for example, 
*quipment for the Canadian forces in England. Conmodity imports from the United Kingdom 
ere higher then in 1939, but they include goods owned by the Government of the United 
Cingdom and brought into Canada for its own uss, (e.g., equipment for air training schools 
in Canada). Thus, the value of both export and import trade with the United Kingdom is 
Werstated and has been offset by corresponding debit and credit entries under the heading, 
"All Other Current Transactions." 

3 

) The decrease in net payments of interest and dividends is explained by 
"epatriations of Canadian securities formerly held in the United Kingdom. 


. In 1940, there were credit balances for the freight and tourist items 
a contrast with debits in 1939. The war, of course, led to the curtailment of tourist 
Tisits to the United Kingdom. 
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The change in the freight item reflects heavier expenditures in Canadian 
rts by British ships, enhanced revenues of Canadian transportation companies due to 
creased exports, and the inclusion of some inland freight in export valuations in 1939, 
hereas in 1940, due to better statistical data, the inland freight could be segregated. 


Figures in 1939 and 1940 for "All Other Current Transactions” are not 
mparable. In 1940, in addition to the normal service items, this category includes 
ibstantial amounts on government account; ©o.g., Dominion government expenditures in the 
United Kingdom in connection with the Canadian Active Army and United Kingdom expenditures 
in Canada in connection with the war. . There are also included certain offsetting 
eredits and debits in connection with merchandise trade, which are mentioned in the first 
paragraph of this section. 


The statement showing transactions between Canada and the United Kingdom 
in 1940 does not cover all transactions on United Kingdom account. For example, some 
merchandise exported on U.K. account was shipped to Egypt and Other Empire Countries 
and is thus included in the "Other Empire" section of the balance of payments statement. 


Current Transactions With Other Empire Countries 


5 A larger credit balance is shown in the current account with Other 
Empire Countries in 1940 than in 1939. The net balance of approximately $76 million in 


ent expenditures were also important. As mentioned in the preceding paragraph sone of 
e transactions which are included in the statement for Other Empire Countries are, in 
act, on United Kingdom account. 


Current Transactions with the United States 


Canada's debit balance on current transactions with the United States 
rose from $89 million in 1939 to $269 million in 1940, due mainly to greatly increased 
et commodity imports. Imports from that country increased from $472 million in 1939 to 
$717 million in 1940, while exports rose from $344 million to $424 million. 

The value of net exports of non-monetary gold rose from $184 million to 
$203 million, mainly because of the premium on the U.S. dollar. In terms of quantity, 
the increase was from 5.1 million ounces in 1939 to 5.3 million ounces in 1940. 


Net receipts from tourist trade were $82 million in 1940 as compared 
with $80 million in 1939. Although there was a sharp drop in receipts from United 
States tourists, this was offset by the lower expenditures of Canadians visiting the 
United States due to governmental restrictions on pleasure travel in that country in the 
latter half of 1940, 


There was a small increase in net interest and ‘dividend :payments,. which 
was accounted for by the premium on payments of U.S. dollar bond interest. Net interest 
and dividend payments were $201 million in 1940 as compared with $197 million in 1939. 
Freight payments to the United States were naturally heavier because of increased imports. 


| The figures shown in the item, "All Other Current Transactions” are not 
comparable in the two years because of certain credits which are included in 1940 as an 
offset to commodity imports from the United States into Canada which were British owned. 


Current Transactions with Other Foreign Countries 


) Net credits from current transactions with OtherForeign Countries were 
mch smaller in 1940 than in 1939, declining from $63 million to $22 million. A con» 
traction in net credits from merchandise trade accounts for most of the reduction. The 
ourtailment of trade with continental Europe and Japan was largely responsible, as this 
trade formerly produced a substantial credit balance. At the same time, imports from 
South American countries increased more than exports to that area. 


: Capital Account Transactions with Empire Countries 


Gross capital receipts by Canada from Empire countries totalled $116 
tillion. This amount was made up chiefly of capital expenditures by the United Kingdom 
m war plants in Canada, but also includes capital receipts by Canada in respect of 


h 
N 


é 

" . 
i ee 
narsn9 

" a aS 

PO a ks 

+ Omer ; 

Le | S y 

Lo ee ates " 


i 
, 
x 
ae 
qe 
phe 
+ 


Slee) . i 
» ey bs 
MEW Ah es 

s+ 

fe) epeehst 

* Ek ss 2. 
it Ree AIEEE 

° » 


i 
a 

ae 
aoe MP oe 


. 
Fy 
4 
Curt 
7% § 
eh 
% rr 
aap 
ala KS 


’ 
- 
‘ 
. 
Yo 
oe . 


me 
(ia 


cee * ewe 


sare 


igenlaet 


egies | 


wo Be ainanestony 


a’ 


iia E ‘ . ott: & ate a bi 
. dae 4 we hy a { et ye DF OS ha ; Th pip tee 
eT webbed oe vain oe Br shana ete Beet A ote Sy cnet easels 0 te REY OANA A ER maine TS 
" 
% ; a oe : - ; 2. af horn ears 
“ %s , at 7 ae 
‘ ie eh ol i at to ‘ 
> ogee . . “f Ph i a) 6s 
4 eg : - : i» Re 7 A 
ae bas 2 re a ot: ome : 
: : ae ere ae 
he ft dorays My? eet : gh ey". Wie uate oo 4 SL Uda? } i Se? 
oe te . ; ad ic hue ay vey rf 
r v Ny ete ie eG Ee: ‘ Pay AP } ht hidd CF as 
: 7 ¥ ¢ m e . 
‘ jae a bow o* 2 ey Pe é meg es ys 
{ } ht be J SE UE 2 a 9 8 hs apt A 0 FF 
oy 
“; o hie 
oi OO OD Rae ee ae 
path uf es ¢ ere oe eal) 
: < - i 
. - . oo? gis . { 4 
M 7 UM 4 
{ , “ 
‘a 5 Fis a hd AN 
‘ tvs mv * . , ener 
Lik , ‘ I Bi : ' 5 Sasi Oo 
vee ty Lae it 7s wy ¢ el mare 
beta heh oy wa tle he na 4 teh 
, ‘ ral eae ote ee Bente kh 
o hip Dire * FS ie a vf ¢ 
Baal, See} ¥ : -_ 
; ‘ ~~ 2 on: © Pat) Bansher “ Ay 
“/ ‘4 » @ " . . ‘ ~P . | s ¢ 
5 . 7 vi " eu . wey 
is ae gi he if 
Be 4 ; A Ch ‘ 9 AN i 
x age’ i ~ ep Con pecan. cere 
i y rm hw < ?] ‘ . Led Ne ha 
t abeteoet’ a eee Pe es Ga 
Tom i nd 7 * \ - ; , 
Awe r hi he-elaest jue AGAR ‘ a i> 2 f 
. . ‘ io . . ne we . 
8 hee ye £ Sf ) 7 et eye reat 
Le denver Sing ob ag * ¥ » ly ay ge ' eet > 
PS a Os teh eh pea SF 
“ ¥ i rian ont 
. F, ‘ | . oat * ree a: b 
shi Bie i & . ree, me 4 
ig 7 
a * w Py se, Pye , mt of ota 
4 , . ed - VY a * 7 ‘ 4 Mode at A fe whe * 
i Aebke Lott: ibe : . F rays " rma | +43 a, 
3 @ gia , 3 . 
C= is a . . cs + ¢ 
" L 4 
P - “inke 4 Mt a 4 ety eed 
abel om) F : pee Wiad | bet, ; y mee 
4 E oF ‘ aun 
Pr Ny fan x & st a 
. % -_o 
y ei sat wate Arie aioiiol 
' ee ae : L ; 
a i bl a Gt ae se Japevene oecrtets 
peon 4 te tomerrtse 
Pade eA E 
“he h % « * 
" " , 
‘ te OE mee & ; Xx‘ 
im 5 asd ‘ 2B tra 
J afd ‘ , te? ete te whined 
a ° on? emer ir t. ) 
he ‘ on hae gio sevibee bie “ne 
‘| > 
t mp > - + hve . ae 
’ aie , $m 7 dus li) Adee } mis 
mad rela 
p ~ =. ¢. rere) *; nga . q 
3 : a 5 te DO UAT iol" SOD Fete ek c 
* * a > “ 
*- 
; f 5 fae ; 4 ToT eae + p " xt 
ns dey ery SV ome ph? Pr py yy quo. lat lay 
ry Oe! A 3 . Ame Wee en N J nds b+ bln part 
ni? ahintetah eet tna. & Mp ereeentgre ey See ee ley 6 eee OR wy - ee emt ee a —- a 
. 2 y - ‘ 2 gm 
~~ + 4 Lynde ¥ "hae ws eae Chee 
; BSS ‘realy Eloeti. cess a te “a Gr 
eit td usmyrlineqxe se25q ¥ aD gv 
° 
pI r Fs 4% - a x: ” 4 a 
az afew Ss f BS Lepey say t GAD SG a ony 


; -3- 


ecurities, mortgages, real estate, estates and trusts, insurance transactions, etc. 


[ 


E Apart from $248 million paid for gold which was bought from Great Britain 
n part settlement of her deficiency with Canada, and which was used in turn to settle 
art of Canada's deficiency in the United States, Canada’s gross capital payments to 
pire countries totalled $334 million. A reduction in Empire balances held in Canada, 
lich repatriation operations late in 1939 had left at an unusually high level at the 

md of that year, plus sales of British-owned securities in Canada, plus private retire- 
nts of Canadian securities held in the United Kingdom, plus capital payments to Empire 
yntries in respect of direct investments, mortgages, real estate, estates and trusts, 


The remaining amount of $223 million represents the United Kingdom's 

eeiduel requirements for Canadian dollars on current and capital account.. which were suyplial 
y the Dominion government, Of the total, $141 million was provided by official repatria- 
m; i.e., by redemption in advance of eu ty of certain Dominion and guaranteed 

LN.R. bond issues hcld in the United Kingdom. The rest, amounting to $82 million, was 
povided through accumulation of sterling balances by the Foreign Exchange Control Board, 


Capital Account Transactions with Non-Empire Countries 


Capital payments by Canada to non-lmpire countries in 1940 were, of course, 
ubJect to the restrictions imposed by foreign exchange control. In general, payments 
ere allowed only in the case of maturing contractual commitments, although certain other 
cial types of capital transfers were permitted in minor amounts. 


| Gross capital payments by Canada to non-Empire countries were, therefore, 
busually low in 1940, amounting to $141 million. This includes redemptions of securities, 
ortgages and other types of obligations, and the estimated reduction of non-Empire 
alances held in Canada, as well as capital payments in connection with real estate, 
States and trusts, insurance transactions, etc. 
Apart from the $248 million of gold received from Great Britain in part 
et stlement of her deficiency with Ccnada which was used in turn to settle part of Canada's 
eficiency with the United States, gross capital credits in respect of non-Empire coun- 
ries amounted to $167 million. This was accounted for in part by sales of foreign 
curities (and some domestic securities) in the United States market, and by capital 
eceipts in connection with direct investments, mortgages, real estate, estates and trusts, 
wrance transactions, etc. The rest was accounted for by a reduction in Canadian hold- 
ngs of gold and U.S. dollar balances, and represents the means by which Canada covered 
er residual deficiency on current and capital account with non-Empire countries. 
| 


i" Notes on Items in 1940 Statement 
| HOTOS OD eRe Le) a ene 


erchandise Trade 

i Recorded statistics of merchandise trade have been adjusted for balance of pay- 
ante purposes to make them conform more closely to financial receipts and payments. De- 
uctions were made from both exports and imports to remove normal non-commercial items. 

cl ustments are also made on account of wheat movements for storage purposes, overvalua- 
Hee of imports, and certain unrecorded exports. 

ig It should be noted, however, that statistics of merchandise trade include certain 
on-revenue items on government account; e.g., exports of equipment to the Canadian forces 
broad. Corrections ere made for such items by offsetting entries under the heading, 

Ai Other Current Transactions. 


22 Exports of Non-Monetary Gold 

| 

& 

a This item is the value of "Net Exports of Non-Monetary Gold" as computed by the 
ank of Canada," and explained on page 152 of the September, 1939, Bank of Canada Statis- 
teal Summary. Roughly speaking, this figure corresponds to the value of current pro- 


auction in Canada. 
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Tourist Expenditures 


The estimate of tourist expenditures is based upon a much greater volume of 
nformation than in previous years; this was made available through the cooperation of 
the Customs Division of the Department of National Revenue and the Immigration Branch 

f the Department of Mines and Resources. Some idea of the improvement in the data for 
estimation may be gathered from the fact that whereas in 1959 the expenditure sample 

or motor tourists constituted a fraction of 1 per cent of the numbers, the sample in 
ir was over 80 per cent for Canadian motorists and over 50 per cent for some groups of 


American motor tourists. The additional information which was obtained in 1940 indicates 
that previous estimates of the receipts and expenditures on account of tourist trade were 

too high. Revised estimates for 1939 are shown in the accompanying 1939 statement. These 
estimates were made by applying 1940 i ac to the count of tourists for 1939. 


‘Interest and Dividends on Securities 


Income received by residents of Canada from foreign securities has been calcu- 
lated for 1940 from improved records of security holdings. Amounts representing income 
from British securities are somewhat larger than formerly estimated, while amounts repre- 

senting income from foreign securities are lower, 


Revenue accruing to residents of enemy occupied and proscribed territory from 
‘investment in Canada is entered as a debit in the interest and dividend item, and offset 
by a credit entry in the capital account. 


It should be noted that some remittances of income on investments other than 
‘securities, for which data were available in 1940 for the first time, have been included 
| a the item, "All Other Current Transactions." 


Freight and Shipping 


This item includes estimates covering ocean shipping operations, freight paid 
to United States railways on imports, inland freight earned by Canadian transportation 
companies carrying exports to the United States border or Canadian ocean ports, revenue 
“received by Canada from intransit traffic, and payments of premiums for marine and 
-war-risk insurance on goods imported to Canada from overseas countries. 


The estimate of inland freight to Canadian ocean ports is based on data avail- 
rie from April to December only. Prior to April some freight was included in the 
“merchandise export valuations. 
| Ocean shipping transactions covered include: freight paid to British or foreign 
ships for imports, expenditures abroad on account of Canadian ships, payments by Canadian 
companies for the charter of British or foreign ships, earnings of Canadian ships on ex- 
ports and on traffic between foreign ports, revenue of Canadian companies from the charter 
of ships and expenditures in Canada on account of British and foreign ships. 


It should be noted that the freight item of the balance of payments represents 
the entire international exchange of transportation services since statistics of mer- 
chandise exports and imports exclude freight charges, with the exception noted above with 
Yespect to exports prior to April, 1940. 


All Other Current Transactions 


This item includes government expenditures, certain entries offsetting move- 
‘Ments of merchandise on government account and a wide range of miscellaneous transactions 
mostly in the field of services. 


The cash expenditures of governments in Canada which have been entered as 
Credits in the current account include: pensions paid to residents of Canada by British 
and foreign governments, normal expenditures of consular, diplomatic and commercial 
‘Yepresentatives in Canada, external revenue of the Dominion Government, and disbursements 
in Canada by the United Kingdom and Allied Governments on account of current war expendi- 
tures. This latter group of expenditures excludes, of course, payments for merchandise 


_ exported from Canada as these credits already appear in the item of merchandise exports. 
Cash expenditures of the Dominion Government outside of Canada which appear as 
debit entries include: payments to pensioners resident outside of Canada, normal external 
expenditures of various departments, and the expenditures outside of Canada of the Depart- 
“Ment of National Defence on War Account, other than for goods imported into Canada which 
_ appear as merchandise imports. 
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| This item does not include government transactions belonging to the capital 
account such as official repatriations, changes in official balances, capital expenditures 
by the United Kingdom Government, etc. 


Besides the cash expenditure of governments, this item includes substantial 
offsets to merchandise movements on government account which appear in merchandise 
statistics of imports and exports. For example, as a credit entry there is included 
‘an amount to offset the import of goods owned by the United Kingdom or Allied Governments 
for use or processing in Canada. In the case of such imports, an offsetting credit, which 
is a purely statistical entry, is included. Similarly, to offset the value entered in 
export statistics of merchandise exported on Canadian Government account, a debit entry 
- been placed in the statement of transactions with Empire Countries, 


This item also covers a heterogeneous range of transactions, which have been 
Bncoltdated for simplicity in presentation. While a considerable amount of new data on 
some of these transactions have been secured, the balance of payments for these services 
as a group in 1940 is not very much different from estimates in previous years, although 
some have been affected by war conditions. Included in this group are: immigrant remit- 
tances, advertising transactions, motion picture royalties, religious and benevolent 
remittances, including remittances by individuals and organizations connected with the 
war, and a debit entry offsetting remittances in kind which are recorded in export 
statistics, capital of immigrants and emigrants, earnings of Canadian residents employed 
in the United States and United States residents employed in Canada, commercial and 
financial services, telegraphs and cables, artist and entertainment services, other pro- 
fessional, technical and management services, copyrights, royalties, etc., dues to trade 
and professional associations, operating expenses of offices and agencies, and other 
sundry services. This item also includes certain currency adjustments and railway ex- 
penditures in the United States of a current character, and new data on remittances of 
4ncome made available from sources developed in 1940, Those remittances cover interest 
on mortgages and loans, rents, crop share rentals, profits from speculation and certain 
types of business, income received by Canadians from foreign estates and trusts, etc. 


Berenoing Item 


| This is the balancing item between the current and capital accounts, and is a 
reflection of errors or omissions in the statement since in a perfect balance of payments 
statement, the net balances in the current account and the capital account would exactly 
offset one another. Owing to incomplete returns at the time the statement was drawn up, 
‘some transactions, mainly intercompany, have not been entered in the statement. There are 
other factors influencing the statement, which cannot be measured statistically, and, 
therefore, have not been accounted for. Among these are the changes which have taken 
Place in the manner and period of payment for merchandise. Due to changes in practice 
since the war, the normal "lag" in international trade between shipments of goods and 
Yeceipts of payments has been altered to an indeterminable extent. 


ee 


Revised Statement, 1939 


| Table 3 presents a revised statement of the balance of payments in 1939. Among 
‘the more important revisions are new adjustments to statistics of merchandise exports and 
er tsand revised estimates of tourist expenditures. 
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Table 1.--Canadian Balance of International Payments 
Current Account Transactions, 1939 and 1910 


(Millions of Canadian dollars) 


I. Canada _and All Countries - 
Merchandise trade-adjusted ....... 
Net exports of non-monetary gold . 
WOUTTEY SZPONALCUPSS weiss dwcicncnns 
Interest and dividends .....:.ece. 
Prepea mie BOLPPitie. sess oa ex bows 


' 
tet 

i) 
oe) 
+ 

DY) 
Oo 
On 


All other current transactions ... 113 68 Ves 1 - 30 
TOTALS--Current Account ...... | 1,434 |1,846 |1,29711,670 | + 137] + 176 
II. Canada and the United Kingdom - 

Merchandise tirade-adjusted ....... 332 551 106 158 | + 226] +393 

Tourist expenditures ..... sadecnneveree 7 5 pa QS pais eT 
Interest and dividends .......:.0- 2 2 79 1G j= Tile be 

PeetenG 8nd SHAPPINE occ’ veccve se 2h 60 36 32 | - 12}+ 28 

All other current transactions ... 6 52 13 6 i=  “Big=.. S 
TOTALS--Current Account ...... 371} 670 2h5 | 323 | + 126] + 347 


TII. Canada and the United States - 


Merchandise trade-adjusted ....... 544 oh 472 717 | = 128] - 293 

Net exports of non-monetary gold . 184 203 - - + 184} + 203 

Tourist expenditures ...esserceers 152 122 72 ho |} + 80] + 82 
| Interest end dividends «.<ssss00s- 27 29 22h 230 | - 197] - 201 

Freight and shipping ...... jitihe Toke 46 The) 61 18) t= ae ie Bee 
All other current transactions ... 22 4p 35 Th 4 = ES Die ha 
. TOTALS--Current Account ...... Lio 869 864. 11,138 | - 89] - 269 
| 
IV. Canada and: Other Empire Countries - 

Merchandise trade-adjusted ....... 104 TS7 71 103 | + 331+ Sh 

Tourist expenditures eeorvreoeeverseone 2 Al 2 al * is 
| Interest and dividends .....ecsees > 1 2 ete Ai of 
| Prevane-md shipping ..issvs 1. ee 7 16 3 hi+ i+ 12 
| All other current transactions ... (1) ak 1 CE)} Pin RES ae 
| TOTALS--Current Account ...... 116| 186 Ton” vot |e She” Fe 
_ Y. Canada and Other Foreign Countries - 
| Merchandise trade-adjusted ....... 126 80 64 68 }+ 62/4 12 
| Tourist expenditures ....ceeceeces a) i CLP tes a ~ 
Interest and dividends ........... 20 6 hot+ 19} + 16 
| Freight ‘and shipping .......... ae 13 19 18) Peg oe 
All other current transactions ... 8 19 Ni) - Bie 2 
| TOTALS--Current Account ...... eh 109 99 | + 63 | + 22 


(1) Less than $500,000. 
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Teble @.--Estimated Canadian Balance of International Payments 


Preliminary Statement, 1940 
(Millions of Canadian dollars) 
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Credits Debits Net 


I. Canada and All Countries - 


Current Account 


Merchandise trade-after adjustment ..........000: Leite 1,046 + 166 
NeUrexports Of non-monetary Gold ...cccesevesecer 203 - + 203 
Era DO KUOTICT RUD OR 5.5 kl ola cared wi's/ooi Wok lew'la vee wie 9/¢, serio. ck 128 43 + 85 
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Capital Credits eeeovevevse eeecereeeveeeveeaeoeaere eevee ee nee sve 
Balancing Item(2) sco oee orate aeeeeeeeoevneareee eevee eseesd 


ER pe et mere 


(1) This represents gold received from the United Kingdom in part settlement of her 
| deficiency with Canada, and used in turn to settle part of Canada's deficiency 
with the United States. 


t 

| 

} 

(2) This balancing item reflects possible errors and the omission of certain factors 
which cannot be measured statistically such as changes in the timing of payments 
for goods and services. 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Bo Bd 


. The change which has taken place in Canada's international accounts 
since the start of the war, is revealed in the statement of the Canadian balance of 
‘international payments for 1941, Most of the more striking effects of the war, which 
‘first appeared in the 1940 statement, are more accentuated in the statement for 1941 
because of the expansion in war production and in the other war activities of the 

‘Dominion. 


: Total current credits of $2,455 million exceeded total current debits 

‘of $1,977 million by $478 million, This balance compares with credit balances on 
‘eurrent account of $144 million in 1940 and $137 million in 1939 and is higher than any 
‘previous credit balance in Canada's history. Gross credits on current account increased 
‘most and were the highest on record, being $1,021 million greater than in 1939. Gross 
debits of $1,977 million were at a record level, too, although the increase was less 
than in the case of credits, Consequently, the net balance on current account transac- 
‘tions with all countries increased very sharply in 1941. These impressive proportions 
being obtained during the war, are, of course, related to the great growth in national 
‘income which has taken place, 


‘Table I. Current Account Between Canada and All Countries 
(Millions of dollars) 


| 1939 Increase 1940 Increase 1941 Increase 
| 1939 to 1940 to 1939 to 
1940 1941 1941 


a ae aaa 
| 


‘Total eredits on current 


account 1,434 335 1,769 686 2,455 1,021 
Total debits on current 
account 1,297 328 1,625 552) 1,977 680 
‘Net Credits on current 
account ; +7 57 + + 144° + 334 + 478 + 341 


| 5 

From the point of view of exchange and finance, however, the balance of 
“payments is divided into two clearly defined divisions, - the balance of payments 
‘between Canada and the sterling area, and the balance of payments between Canada and 
the rest of the world, with which Canada's dealings are on a U. S. dollar basis. 

Because of conditions arising from the war, Canada's balance of sterling income over 
disbursements is no longer freely convertible into United States dollars, whereas 

| before the war, sterling balances were employed in part to cover the definit in United 
States dollars, Accordingly, separate statements are shown in this report fox 
transactions with Empire Countries and Non-Empire Countries, Insofar as was possible, 
the statement for Empire Countries represents the sterling area and the statement for 
_Non-Empire Countries represents the United States dollar area. In the case of the 

, balance of payments with the sterling area there has been a greatly expanded surplus 
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¢ current credits over debits, while in the balance of payments with the United States 
liar area there was, in 1940 ang 1941, a growing net deficit on current account, (1) 


urrent Transactions with the Sterling Area 


There was a net credit on current account with the sterling area of 
i604 million in 1941 compared with $423 million in 1940 and $163 million in 1939. The 
principal factor contributing to this large credit balance in 1941 was the expenditures 
xy the British Government on war equipment, food and materials produced in Canada. The 
falue of exports to the sterling area, including certain pre-payments for goods in the 
process of production in 1941, inereased from $436 million in 1939 to $699 million in 
1940 and $1,098 million in 1941, These figures exclude exports on Canadian account 
such as equipment for the Canadian army in the United Benet. Imports of merchandise 
Prom the sterling area increased only moderately, being $177 million in 1939, $236 
million in 1940 and $279 million in 1941, Most of the increase was from Empire 
Jountries other than the United Kingdom, Excluded from these imports are goods which 
are not purchased by Canada such as the contributions in kind made by the Government 
9f the United Kingdom to the Joint Air Tratning Plan, and the equipment imported for 
the R. A. F. Special Schools in Canada, 


fable II. Current Account Transactions between Canada _and the Sterling Area 
(Millions of dollars) 


1939 Increase 1940 Increase 1941 Increase 


1939 to 1940 to 1939 to 
1940 1941 1941 
lotal credits on current 
account 487 3355 822 499. 1,321 834 
Jebits on current 
— account 324 75 399 118 ay Ws 193 
let credits with Sterling 


| Area + 163 + 260 + 423 + 381 + 804 + 641 


Larger disbursements in Canadian ports on account of shipping and payments 
tor inland freight in Canada on the heavy movement of commodities for export also 
‘ontributed to the increased balance of credits. 


1) In 1942, however, the Minister of Finance has indicated that the deficit would be 
| reduced as a result of increasing sales of munitions to the United States under 
the Hyde Park Declaration, 


| "As I informed the house in introducing the United Kingdom War Appro- 

| priation Bill on March 18 this year, liquid reserves of gold and United States 

| dollars held by the Foreign Exchange Control Board and the Dominion Government 
declined by $142 million during 1941. In the first quarter of 1942, there was a 
marked, though in part a temporary, improvement, As a result, the decline in our 
liquid reserves for the fiscal year 1941-42 was only about $50 million, This 
welcome change was due to two factors: purchases of Canadian securities by investors 
in the United States, a method of obtaining exchange which cannot be depended on 

for really substantial amounts in view of the limited supply of securities avail- 
able in Canada payable in United States dollars; and payments for sales of munitions 
under the Hyde Park agreement including some substantial advance payments, While 

we have reason to believe that these sales will increase, as new contracts are 
arranged and as larger deliveries are made under existing contracts, the advance 
payments are, of course, non-recurring," 


"The outlook for the fiscal year, 1942-43, is distinctly more cheerful 
than the results of the calendar year 1941, We cannot expect, however, the full 
improvement which took place from January to March to continue. Other unfavourable 
factors have entered the picture, particularly the adverse effect on the tourist 
trade of the necessary restrictions on the use of gasoline and rubber and the 
recent decline in newsprint exports, Nevertheless, I look forward with reasonable 
assurance to transactions under the Hyde Park agreement being sufficient to safe- 
guard our exchange position during the present fiscal year." 


See annual Financial Statement of the Minister of Finance, House of 
Commons Debates June 23, 1942, pages 3,888 and 3,889, 
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i "Interest and dividend payments” and “all other current transactions" 
oth produced substantial net debits, ‘hile total interest and dividends paid on 

itish investments in Canada decreased in 1941, the reductions in interest paid on 
anadian bonds repatriated from the United Kingdom were partly offset by larger 
jvidend payments. The item “All Other Current Transactions" shows an excess of 
ebits over credits of $34 million. The expenditures of the Dominion Government in 
onnection with the maintenance of the Canadian armed forces overseas constitute: the 
ulk of the debits in this item. Among the principal credits in this item are the 
xpenditures on air training in Canada by the British, Australian and New Zealand 
overnments and other expenditures on services in Canada connected with the war, by 
jlied Governments. The expenditures of Canadian travellers in other parts of the 
mpire and of Empire travellers in Canada offset each other, 


The current account with the sterling area is shown in Sections B and 
of Table VII divided into transactions between Canada and the United Kingdom and 
anada and other Empire Countries, While an analysis of official expenditures on war 
roduction has enabled this division to be made quite complete for 1941, it is still 
ot entirely definitive, In 1940 merchandise exported on British account and shipped 
0 Egypt and other Empire Countries is included in the "Other Empire” section of the 
tatement. 


urrent Transactions with the United States Dollar Area 


Canada's debit balance on current account with the United States dollar 
rea rose from 326 million in 1939 to $279 million in 1940 and $326 million in 1941, 
he growth in the debit balance with the United States alone has been from $89 million 
n 1939 to $301 million in 1940 and $330 million in 1941, The pre-war credit balance 
n current transactions with other foreign countries has shrunk from $63 million in 
939 to $22 million in 1940 and $4 million in 1941. 


lable III. Current Account Transactions between Canada and the United States Dollar 
| Area 


(Millions of dollars) 
1939 Increase 1940 Inerease 1941 Inerease 
1939 toa 1940 to 1939 to 
1940 1941 1941 


ee ee 


‘ross credits on current 


account 947 Nil 947 187 1,134 187 
ross debits on current 

account 973 203 1,226 204 1,460 487 
let debits on current 

account with U.S.$ area - 26 ~ 253 - 279 - 47 - 326 - 300 


| er ee eer ae ee ae ne Ry =e a ener ee 
The principal factor in the growth of the debit balance with the United 
States dollar area has been the great expansion in imports of merchandise from the 
Inited States. Imports from the United States of merchandise purchased by Canada ”. 
mereased from $472 million in 1939 to $702 million in 1940 and $910 million in 1941, 
These figures exclude goods imported from the United States on British or other allied 
iecount which are not paid for by Canada. The major element in these increased 
*equirements of United States dollars naturally arises from the program of war pro- 
luetion. While direct purchases in the United States of aircraft and other equipment 
‘or the armed services have been substantial, there are even heavier disbursements of 
Inited States dollars for materials, fuel, capital equipment and component parts 
required for the war production program, An important part of these United States 
loller requirements arises from the United States dollar content of production in 
Yanada for the United Kingdom, There have also been increased demands for civilian goods 
from the United States resulting from the high level of incomes, 
3 Exports to the United States dollar area increased from $470 million in 
1939 to $503 million in 1940 and $634 million in 1941, The increase in exports to the 
Inited States alone was greater than this rise of $164 million; with the loss of 
furopean and Oriental markets, exports to Other Foreign Countries declined from $126 
llion in 1939 to $79 million in 1940 and $68 million in 1941, Only a very small 
part of the exports to the United States in 1941 represents munitions or other war 
production sold as a result of the Hyde Park Declaration of April 1941, Exports 
resulting from the Declaration did not become substantial until early in 1942,* 
ce EE eee 
See footnote - page 2, 


ray" 
‘ 
Vn" 
A 
7? 
; 
am 
‘ 
a 7 
. 3 
Meee ee wee ie Fw re 
+ 
ERR et rte sire eens 
; 
' 
de 
' 
weer mw = 
> 
' 
a 
, 
" : 
4 


i Sw ee 


; Dha n| ba aa 
etengert fs 
E aye loa: Fras 4 


ea x 
oinewe ote 
“ty ; 
. 
> a 


Fee ON ee 


ne oe) ‘ 3 
ame mR BM, * Mee ees ae De tate eee 
7 L; 
5 “e ’ 
xe * . 
iv ee we 
t t A 4 
; kd } eed 6 
‘ to - 7 © 
ine he “yf aot ; r ok ewe 
' 
: ee cen ae. 
ate ) uN oie 3 
hg 
t # zi et re & : 
*y a > > 
tt p : 4H at 
. a 7 
&. ' 
- we * 2 Se y 
; SRA ” ae ea, a St 
he is 
Sr a bas 
Si’ ™ 
PROMOS Hi RONAN aN BRET OR ety ey OM the ene eR mbt 8 : 
” ’ 
+ iy r 
” Bed | 3 
. hwy eons Semen oe) pa Ane 
ony - 
‘ i * , 
’ . 
ee Lgl yy & 
. ’ 
, . 
‘ 
a igh 
‘ Jorn ce 
vio TIS 
+ Fy 4 
* 


get 
Mm +) ep 
. 
x 
’ » 
2 aM 
* 
, 
ae 
. 
: a 
er Ae a 
ss 
iy ay 
rf 
vf 


ry > 


+" 


0 


5 So att 
. ( 
ft , 
shi > 
HEE | 
whey - 
INO! 
P 
id 
u > 
7 
4 . 
; 
' + 
14 ? 
“h 
Ye A 
“y vee 
7 > 
wie 
~ . 
Ot “ni 
say th at 
Leo 7 2 
wee be 


wings f 
2 PROGKS F 
‘bas OGL oa 


Seek Se eee TV ed 


‘affers saw erolte op 


‘ . 
> 
Pe - 
Gs J ? 
a, . 
, ~ 
. 
‘ ' 
" : 
‘ ~* eh 
* " vw rs 
+ 
{ : 
A 4 
© = 4 
Pr : at a 
« 
. ; 4 
r r ‘4 
hes! & 3s 
- 


«0 tu ato £7 OAR 


7§ ratte 5 ‘are base 


NEL fit "Ott of REE at 
OL Yr petat® hatin off 02 adzciine 9 doa 
ofr" alinat ? de ane 
shied stoned an bLb b sae aman oat 8 3 


, -4- 
, 

the prepayments and capital assistance received in this connection in 1941 have been 
shown as credits in the capital account. 

% The ‘204 million received from net exports of non-monetary gold in 1941 
about the same value as in 1940, Most of the inereased receipts in these two years 
over the $184 million received in 1939, is due to the premium on United States dollars. 
: 
: Net receipts from the tourist trade were $37 million in 1941 compared 

with $55 million in 1940. While part of this increase was because of heavier 
expenditures by United States tourists in Canada, the larger part was due to the 
decline in Canadian expenditures in the United States which in 1941 were less than 
one-half of the total in 1940, This was partly the result of the operation of the 
official restrictions on pleasure travel throughout 4 full year. The comparability 
of the estimates of tourist expenditures in 1939 is discussed in the statistical note 


on this subject, 


: Net payments on account of interest and dividends declined to S172 
Million in 1941 from $190 million in 1940. Most of this drop is due to a reduction 
in the total dividends paid by Canadian companies to shareholders in the United States 
@ollar area. A smaller part reflects increased income from Canadian investments in 
the United States, particularly from direct investments, Interest on Canadian bonds 
‘and debentures held in the United States dollar area remained at about the same level 


in 1940 and 1941. 


Net payments on account of freight and shipping inereased sharply from 
$34 million in 1940 to $65 million in 1941, Freight on coal and other commodities 
imported from the United States was heavier because of the growth in imports. Payments 
connected with shipping were also much larger, 


) 

| All other current transactions gave rise to a smaller balance of debits 
4in 1941 than in 1940. As unusual transactions which appear irregularly are included 
in this item, the composition varies each year, One factor tending to reduce the 
debit balance in 1941 is the inclusion of Newfoundland‘s balance of United States 
@ollar receipts which were augmented in 1941 by the United States Government's 
expenditures on bases in Newfoundland, 


) CAPITAL ACCOUNT TRANSACTIONS WITH EMPIRE COUNTRIES 
| Gross capital receipts by Canada from Empire countries totalled $181 
Million in 1941. The major part of this amount represents capital expenditures in 
‘Canada by the Government of the United Kingdom, Payments for fixed capital invested 
in wholly or jointly owned government companies and capital assistance to private 
“companies, and capital invested in air training schools, are included. Capital 
_Teceived by Canada in respect of estates and trusts, claims received for the loss of 
vessels and other insurance transactions, make up most of the remainder. 

Gross capital debits amounted to $990 million in 1941. Of this amount, 
|$73 million represents privately financed capital payments by Canada and declines in 
the Canadian dollar balances. of the sterling area, Purchases of securities, private 
retirements of securities, insurance company transactions, repayments of mortgages 


“and loans and payments connected with estates and trusts make up most of this $73 


' million, 


Tne remaining amount of $917 million represents the residual require- 
for Canadian dollars on current and capital account which 


“Ments of the United Kingdom | 
were supplied by the Dominion Government. Of this total, $189 million was provided 
maturity of certain 


by official repatriation, i.e., by the redemption in advance of 
Dominion, provincial and Dominion guaranteed C. N. R. bond issues, held in the United 
Kingdom. The rest, amounting to $728 million, was provided through the accumulation 
of sterling balances by the Foreign Exchange Control Board. By this action, the 
Canadian government ensured that the United Kingdom would be able to continue to buy 
the food, materials, munitions and war supplies required for the prosecution of the 


war. 


Most of the accumulation of sterling was, in 1942, converted into a 
Canadian dollar loan to the British Government of $700 million, The remainder was 
used mainly for the repatriation of Dominion and Canadian National Railway securities 


formerly held by British investors. (2) 


(2) The speech by the Minister of Finance in the House of Commons on the introduction 

of the Bill providing for a gift and a loan to the United Kingdom describes 
Canada's financial relations with the United Kingdom since the start of the war. 
(House of Commons Debates, March 18th, 1942), 
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‘ In 1940, part of the deficit of the sterling area in Canada had been 
settled by means of gold, which in turn was used in settling Canada’s deficiency with 
the United States, but no gold has been received from the United Kingdom since December 


1940. 
CAPITAL TRANSACTIONS WITH NON-EMPIRE COUNTRIES 


Capital payments by Canada to non-Empire countries, are, of course, 
‘subject to the restrictions imposed by foreign exchange control. In general, payments 
were allowed only in the case of maturing contractual commitments, although certain 
other types of capital transfers were permitted in minor amounts. 


Gross capital payments to non-Empire countries declined from $141 


Million in 1940 to 473 million in 1941, Retirements of Canadian bonds and debentures 


held in the United States and repayments of mortgages, loans and advances and other 
eontractual obligations represent the major part of the total, Debits connected with 


insurance transactions make up most of the remainder, 


Capital credits with non-Empire countries totalled $385 million in 1941 


compared with $167 million in 1940. Of the total capital credits in 1941, $229 million 
“was received from such sources as sales of securities, capital advances, mortgages, 


Teal estate, insurance transactions, etc. Imports of capital from sales of outstanding 


“securities to the United States was the largest single source of these credits. Sales 


of outstanding Canadian securities in United States markets were Substantial. In 
addition, there were sales of domestic securities for Canadian dollars of some propor- 
tions. At the same time, the private liquidation of Canadian holdings of United States 
and foreign securities through sales and retirements continued, An important source 

of capital credits resulted from the Hyde Park Declaration of April 1941 in the form 


of prepayments and capital advances in connection with orders placed. 


Capital credits also originated in various increases in other forms of 


“United States investments in Canade, and decreases in other forms of Canadian owned 


assets in the United States and elsewhere. These credits were in connedtion with direct 
investments, insurance transactions, estates and trusts, real estate, short-term 
financing, etc. There were also capital credits originating in changes in private 
balances and in the short-term position of firms. 


The remaining part of the total capital credits, $156 million, was 
accounted for by a reduction of $142 million (United States) in Canada's official 
reserves of gold and United States dollars, and represents the means by which Canada 
covered her residual deficiency on current and capital account with non-Empire countries 


in 1941. 


In 1942, as the Minister of Finance indicated in his Budget speech on 
June 23rd, 1942, the position with respect to Canada's official reserves has improved, 
as a result of sales of munitions to the United States under the Hyde Park Declaration, 
and considerable purchases of Canadian securities by American investors, 


STATISTICAL NOTES 


Merchandise Trade 


While export and import statistics are the principal source used for 
this item, the credits for merchandise trade shown for the United Kingdom reflect . 
British payments in Canada for munitions and war supplies which are paid for through 
official channels rather than the value of goods exported during the year 1941, The 
trade statistics have also been adjusted for balance of payments purposes to bring 
them more into conformity with payments in the two currency areas concerned. Trade 
between Canada and Newfoundland has also been excluded, Adjustments are also made on 
account of wheat and other grain movements for storage purposes, and on account of the 


over-valuation of imports. 


Exports of merchandise on Canadian account, and imports of merchandise 
for the account of British or Allied Governments have been excluded, The exports thus 
excluded, have, for the most part, represented exports of equipment and supplies for 
the use of the Canadian forces overseas. Among the imports which have been deducted, 
are imports of goods which the British Government has shipped to Canada from the 
United Kingdom as a part of its contribution in kind to the Joint Air Training Plan 
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equipment and supplies for the R, A. F. Special Schools in Canada. Imports from 

he United States which have been deducted are in the main, imports of aircraft and 
ther classes of equipment for British or Allied organizations in Canada, which are 
not paid for by Canada. It should be noted that this treatment of these special 
merchandise movements which do not involve exchange transactions is different from 
the treatment followed in the preliminary statement of the balance of payments for 
1940 which was issued in 1941, In that statement, these movements of merchandise were 
left in the merchandise trade and were offset by corresponding entries under the 
heading “All Other Current Transactions." The statement for 1940 shown in the present 
report, has been revised by treating these merchandise movements in the manner described 
above for 1941. 


.. As a result of this treatment, the merchandise item is more represent- 
ative of ultimate payments for merchandise than is the physical movement of the goods 
in these special cases, Generally, however, there is still the factor of the difference 
between the time of payment and the time of export or import for which no adjustments 
have been made, with the exception of the group of payments for munitions and war 
supplies by the United Kingdom, mentioned above, 


Net Exports of Non-Monetary Gold 


This item is the value of "Net Exports of Non-Monetary Gold" as computed 
by the Bank of Canada and explained on page 152 of the September 1939 Bank of Canada 
Statistical Summary, This figure corresponds roughly to the value of current produc- 
tion in Canada. 


Tourist Expenditures 


Estimates of tourist expenditures have been greatly improved in recent 
years. Through the co-operation of the Customs Division of the Department of National 
Revenue end the Immigration Branch of the Department of Mines and Resources, with the 
Dominion Bureau of Statistics, new methods of estimating tourist expenditures, first 
introduced in 1940, have resulted in a greater volume of data than was formerly avail- 
able, In 1941, a more extensive organization of tourist statistics procedure was 
undertaken. Progress was made especially in the estimation of the expenditures of 
automobile tourists. A more uniformly classified count was obtained as a basic record 
of traffic. In addition, larger and more representative samples of tourist expenditures 
were collected. In 1941, 26% of all the United States motorists entering Canada on a 
Travellers’ Vehicle Permit reported their total expenditures in Canada, At the same 
time, a sample of approximately 25% was obtained from short-term local United States 
tourists crossing into Canada. Virtually all of the expenditures of Canadian motorists 
in the United States were also covered by a sample which exceeded 95% of the total 
traffic. 

The estimates of expenditures in 1939 which are shown are estimates 

which were revised in 1940, whereas the estimates for 1940, as well as for 1941, reflect 
the new procedure developed in 1941, The increased information gathered in 1941 
discloses that further revisions are necessary in the estimates of expenditures for 

1939 in order to make them comparable with the figures for 1940 and 1941. The extent 

to which the expenditures in 1939 should be reduced has not yet been determined. 


Interest and Dividends on Securities 

) This item is limited to interest on bonds and debentures and dividends 
paid on stock, Some remittances of income on investments other than securities, for 
which data are available for 1940 and 1941 for the first time, have been included in 
the item ‘All Other Current Transactions". 


Revenue accruing to residents of enemy occupied and proscribed territory 
from investments in Canada, is entered as a debit in the interest and dividend iten, 
and offset by a credit entry in the capital account, 


Freight and Shipping 

| 

This item includes estimates covering ocean shipping operations, freight 
paid to United States railways on imports, inland freight earned by Canadian transport- 
‘ation eompanies carrying exports to the United States border or Canadian ocean ports, 
Yevenue received by Canada from instransit traffic, and payments for marine and war-risk 
insurance on goods imported into Canada from overseas, The accounts between the two 
currency areas have been adjusted to allow for the U. S. dollar cost of prepaid freight 
On exports to the sterling area, 
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F ones 
P Ocean shipping transactions covered include: freight paid to British 

yr foreign ships on imports, expenditures abroad on account of Canadian ships, payments 
yy Canadian companies for the. charter of British or foreign ships, earnings of 

Yanadian ships on exports and on traffic between foreign ports, revenue of Canadian 
rompanics from the charter of ships and expenditures in Canada on account of British 
md foreign ships. The latter group of expenditures rose sharply in 1941 over the 


level of previous years. 
M1 Other Current Transactions 


This item includes government expenditures, a wide range of miscella- 
seous transactions mostly in the field of services, and some unusual transactions 
which have occurred since the war, and which are not readily classified in any other 
item, In comparisons of this item from one year to another, its varied composition 
should be taken into consideration. 
| 
| Government expenditures are more important in 1941 than in previous 
years and represent the bulk of the item in the account with Empire Countries. The 
expenditures of the Dominion Government in connection with the maintenance of the 
Janedian armed forces overseas is the most important part of the Government expenditures 
among the debits, and the expenditures of the British Government on air training and 
sther wartime activities in Canada, and the expenditures of Australia and New Zealand 
on air training are the most important among the credit entries for Government 
expenditures. 


) Payments by the Canadian Government for imports of goods and by the 
British or Allied governments for goods exported, are, of course, not included in this 
item as they are part of the item "Merchandise Trade". Nor does this item include 
government transactions belonging to the capital account such as official 
repatriations, changes in official balances and capital expenditures by the United 


Kingdom Government, 


| Among the miscellaneous transactions which have been consolidated into 
this item are, immigrant remittances, religious and benevolent remittances, war funds 
and other privete remittances to the armed forces overseas, motion picture and other 
royalties, earnings of Canadian residents employed in the United States and United 
States residents employed in-Canada, commercial and financial services, telegraph and 
eable, professional, technical and management services, operating expenses of offices 
and agencies, and other sundry services. 


tg The item also includes miscellaneous remittances of income for which 

data first became available from sources developed in 1940, These remittances cover 
interest on mortgages and loans, rents, crop share rentals, profits from speculation 
and certain types of business, income received by Canadians from foreign estates and 


trusts, etc. 
| Also included are variable transactions such as Newfoundland's balance 
of United States dollar receipts which in 1941 were heavier than usual owing to the 
expenditures of the United States Government on bases in Newfoundland, 

| As described in the notes on "Merchandise Trade" offsetting entries to 
exports of merchandise on Canadian account and imports of merchandise on British or 
Allied Government account originally included in this item in the preliminary statement 
for 1940, have been excluded from the present statements for both 1940 and 1941, 


Balancing Item 
j 

| This is a baloencing item between the current and capital accounts, and 
is a reflection of errors or omissions in the statements since in a perfect balance of 
payments statement, the net balences in the current account and the capital account 
jwould exactly offset one another, In the years 1940 and 1941 this relationship exists 
‘in the accounts with the Empire and the Non-Empire as well as in the statement with 
all countries due to the existence of exchange control, In 1939 this relationship 
‘only applies to the statement for all countries since in the period before exchange 
control balances in the account with sterling area countries were freely convertible 


7° United States dollars, 
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ble IV - ESTIMATED CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
(Preliminary Statement 1941) 


(Millions of Canadian $) 


Canada and All Countries: 
Current Account: 

Merchandise trade - after adjustment 
Net exports of non-monetary gold 
Pourist expenditures 

Interest and dividends 

Freight and shipping 

All other current transactions 


Totals - Current Account 
Capital Movements 
Balancing Item (1) 


‘Canada _ and Empire Countries 


Current Account 

Merchandise trade-after adjustment 
Tourist expenditures 

Interest and dividends 

Freight and shipping 

All other current transactions 


Totals - Current Account-United Kingdom 
Other Empire Countries 


All Empire Countries 


Capital Movements 
‘Balancing Item (1) 


F Canada and Non-Empire Countries 


Brrent Account 

‘Merchandise trade-after adjustment 
‘Net exports of non-monetary gold 
‘Tourist expenditures 

‘Interest and Dividends 

\Freight and shipping 

All other current transactions 


Totals—Current account-United States 
Other Foreign Countries 


All Non-Empire Countries 


| 
| 
t 
| 


‘Capital Movements 
“Balancing Item (1) 


(1) This balance item reflects possible errors and the omission 
of certain factors which cannot be measured statistically. 
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ESTIMATED CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
Revised Statement, 1940 


Az 
ro) 
ct 


| 


F (Millions of Canadian $) 
Credits Debits 
Canada and all Countries 
Current account 
| Merchandise trade-after adjustment 1,202 1,006 
Net exports of non-monetary gold 203 - 
Tourist expenditures 101 43 
- Interest and dividends 52 Bee 
| Freight and shipping 138 132 
_ All.other current transactions ie 143 
Totals - Current account 1, 769 1,625 
) Special Gold Transactions (1) 248 28 
| Capital. Movements 283 475 
' Balancing Item (2) 48 Sh 
3, Canada and Fmpire Countries 
| current Account 
| Merchandise trade after adjustment 699 236 
| Tourist expenditures 6 3 
_ Interest and dividends 3 Te 
| Freight and shipping 76 36 
| All other current transactions 38 5e 
Totals + Gurrent account--United Kingdom 636 289 
| Other Empire. Countries 186 _ LLOn 
AlL Empire Countries 822 399 
\ Special Gold Transactions (1) = 248 
| Capital Movements 116 334 
| Balancing Item (2) 3 mes 
C. Canada and Non Empire Countries 
| Current Account 
Merchandise trade-after adjustment 503 110 
Net exports of non-monetary gold 203 “ 
Tourist expenditures 95 LO 
Interest and dividends 49 239 
Freight and shipping 62 96 
All other current transactions 35 one 
| fotals - Current account-United States 827 HeLes 
Other Foreign Countries 120 98 
1], Non-Empire Countries QUT 1,226 
™ Special Gold Transactions (1) 2u8 - 
| Capital Movements 167 141 
| Balancing Item (2) 5 oe 
| (1) This represents gold received from the United so ocdem 
3 in part settlement of her deficiency with Canada, and 
| used in turn to settle part of Canada's deficiency with 


the United States, 


(2) This balance item reflects possible errors and the 
omission of certain factors which cannot be measured 


statistically. 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Table VIII. REVISED STATEMENT 1937 


(Millions of dollars) 
Credits Debits Net 


Current Account - 


Merchandise trade-after adjustment ....sscesoee 1,009 776 * 233 
Net exports of Non-Monetary Gold ...csccccccers 145 - + 145 
Breeevoreenii ures (1) csc cje's a ole we ddewed des 185 95 + 90 
Interest and dividends eeeoeeveoseseaeeveaeeeeeeevnuavreveed 79 325 » 246 
Freight and shipping eaeeneeoeoeeeveeeeeaereeereen gees 112 7 = 25 
mil ovhericurrent transactions ..cccosvcccdtenes Ae) 64 - 39 
eee ye ourrent ACCOUNG <5, s<.c\ss «so sio-0 sma see 60 1,555 1,397 + 158 
Capital Movements @eeeeeaevnveeveoeeeaenvneeev eevee neeonueees 620 819 - 199 
Balancing Item co) eececevvreeeeseeceee eee eneevoeeeeoevran ee Al aes 4) 
2,216 2,216 


Table IM, REVISED STATEMENT 1938 
(Millions of dollars) 


Credits Debits Net 


Current Account - 


Merchandise trade-after adjustment ......ccseee 847 649 + 198 

Net exports of Non~-Monetary Gold ...ccscescerveos 160 ~ + 160 

Pcupucurexpernistures (1) .ss5cesmasies deseeeee ce 163 94. + 69 

ee ress nd GiviCends. 2s pe sisgcsstasdiow os swe ses 66 OL? » 251 

Freight and shipping oeeoveeereeoeeanvpneea eee evpeeaneaeen eee 80 105 aa 25 

PuLrouner current trensacti ons) <4 dé.sie dine se ele die 23 67 - 44 
Beerer ee OULTONG: ACCOUNL <p ec le.eiwinaseiocd eve esoshs yeaa ome 1,339 1,232 + 10? 
Capital Movements eevceeevpeveeseeeoe ee eseeeeeeaeeees 458 593 Sees 
Balancing Item (2) eoeeewmeeea reve ese eeeeeeeopeeeeeverve , 28 ? + 28 
1,825 1,825 


Table X, REVISED STATEMENT 1939 

| (Millions of dollars) 
err ec ore ee eo ke le Ds NO VO) Be 
Credits Debits Net 


\ 


Current Account - 


‘Merchandise trade-after adjustment ..sseeeceeee 906 713 + 193 
Net exports of Non-Monetary Gold ..cccocevescucs 184 - + 184 
Berrravrexpenditures (1!) io cicscceu ereutiarecweciesio 164 86 + 78 

Interest and dividends eeeeveceaveeeepeveeeaeeaneenee ev ene 57 SulLak e 254 
Freight and shipping @eeeervreeoeaeoeeoeeean ev eeoeneoeee 87 119 - Se 
ceevouner current transactions <i.<ssssasetensies 36 68 = oe 

Totals RCL Tet AC COUT Graig) aye ete inc sugvsia) & ei0.tinvarm oialex.< 1,434 Leeae + 137 

Capital Account eesteoeveeevewoevpePseeeaseseoseerveeeaeeeeoe 495 651 = SG 

Balancing Item (>) eeeonwnvveeevaeseeeeaeeovperevree eevee ave 19 

1,948 1,948 


(1) Subject to further revision, 
(2) This balance item reflects possible errors and the omission of certain factors 
which cannot be measured statistically. 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Included with the statement of the Canadian belance of international pay- 
ments for 1942 ere revised statements for each year from 1937 to 1941. Comperiscns 
of transactions during the period from 1937 te 1942 wita the principal countries and 
groups of countries are shown in tables I to VII and separate statements for each 
year are presented in tables VIII to XII. 


When the statements for the pre-war years are contrasted with the three 
wartime years, the changes in the size and structure of the balance of payments 
during the war are brought mere clearly into relief. As the comparisen shows, the 
wartime developments have, in many respects, been an accentuation of a pattern which 
was typical of Canada’s international accounts during the pre-war years.’ In each 
year there have been credit balances in Canada’s current account with Empire Count— 
ries and debit belances on current account with the Umited States, and with the non- 
Empire area as a whole, also, with the one exception ef 1937 when there was a small 
eredit balance with all non-Empire countries. But underlying the similarity in 
‘structure, however, have been the outstanding differences in the mechanism of 
making international settlements which have been at the core of the financiel pro- 
“blems arising out of developments in international payments during the war. 


Before the war, perticularly in the trade between the British Commonwealth 
of Nations and the United States, free exchange markets were the characteristic 
channel of international settlements between the principal trading nations of the 
world. Canada's international accounts provide an excellent example of how the system 
of multilateral settlements operated. Im the years before the war Canada’s balance 
of sterling income was freely convertible into United States dollars so that the 
Dominion was‘ able to settle the deficit arising out of commercial end financial 
relations with the United States. 


The sources of the sterling income were the substantial credit balances, 
Shown in the statements cf transactions with Empire countries, which mainly originated 
from Canadian exports to the United Kingdom. The factors contributing to tne current 
deficits with the United Stetes were the debit balances arising for merchandise trade, 
interest and dividends, freight and cther services which were only partly offset by 
credits from gold and tourist expenditures. In addition to the current deficits with 
‘the United States there were large debits on capital account. Im part offsetting 
‘these debit balances arising from current and capital transactions with the United 
Stetes were substantial credit balances in each of the pre-war years from trans-— 
actions with other foreign countries. 


The system of multilateral settlements which operated befcre the war pro- 
vided the mechanism by which the international balances described above were settled. 
Triangular settlements’ such as those arising from Canada's trade with the United 
Kingdom and the United Stetes were a basic part cf the frame work of world trade 
‘and hed the effect of broadening the sphere of trading between nations by going far 

ond the limited scope cf bilateral trade. é 
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The war, however, has interrupted the operation of the system of mul- 
tilateral settlements by creating conditions under which sterling is no longer freely 
convertible into United States dollars. Im addition, the current accounts of the 
belligerent netions have become distorted by wartime demands which heve produced 
greatly augmented current balences for which new methcds of settlement have had to be 
devised. In the case of Canada the new conditions have produced preblems with respect 
to the balances of payments with both the sterling area and the non-sterling srea. 


With the sterling srea, the problem has been cone of finding means of 
finencing the growing British shertage cof Canadian dcllars as the needs of the United 
Kingdom for Canedian munitions, food and raw materials imcreased to unprecedented 
proportions. In the earlier years of the war, this shortage was principally met by 
the Canadian government repatriating Canadian securities owned in the United King- 
dom and by the accumulation of sterling balances by the Foreign Exchange Control 
Board. Some settlements have also been effected by purchases of gold from the United 
Kingdom which has, in turn, been sold in the United States te settle Canadian deficits 
there. In 1942, hovever, besidgs some additional repatriations, a new method of 
meeting the growing needs of the United Kingdom for Canadian dollars was introduced 
when a gift of one billion dollars was made to the government of the United Kingdom. 
In the same year the major part of the accumilation of sterling balances by Canada 
wes converted into an interest-free loan of $700 million to the United Kingdom. In 
1943 a further development in the metnheds of financing the wartime needs cof the Allied 
Nations wes the approprietion by the Cenadian Parliament of one billicn dollars for 
Mutual Aid, for the production and transfer of Canadian war supplies to the United 
Nations. More details on the capital transactions with the sterling erea will be 
found in Teble 3 accompanying the comments on the capital transactions in 1942. 


In the case of the balance of payments with Non—Empire countries, the 
central problem has alse been one of scarcity - in this case a Canadian shortage 
of United States dollars. The customary deficits in Canada's current account with 
the United States have been greatly augmented by the war, principally because of 
the repid rise in Canadien imports from the United States. At the same time, net 
credits from other foreign countries whose currencies ere convertible into United 
States dollars have sharply contracted with the decline in exports to Continental 
Burepe and Asia. 


Since, during the war period, the deficits incurred with the United States 
dollar srea have had to be settled with United States dollars, it has been necessary 
te conserve United States dollars for the more essential purposes of the war, and to 
develop new sources of United Stetes dollars. Exchange ccntrol witn the control of 
capital movements has provided the principal means of conserving United States dollars. 
Government measures have also limited expenditures on Canadian pleasure travel and 
non-essential commodities in Non-Empire countries. As a result cf the agreements 
entered into at Hyde Park, new sources of United Stetes dollars were produced with 
the sale of muniticns on a large scale to the United Stetes Government and further 
development of the production of raw meteriels in Canada. The sale in the United . 
States ef gold and United States dollers purchased from the United Kingdom, has | 
else been e factor in meeting deficits in the United Suates. Anotner factor of 
increasing impertance in aleviating Canada's shortage cf United Stetes dollars has 
been the growing volume of imports cf capitel arising, mainly, from the purchase of 
outstanding Caenedian bends by United States investors. 
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Current Account Between Canada 
and All Countries 
(See Table I) 


In 1942 total credits on current accouht with all countries cf $3,384 
;llion exceeded tetal debits of $2,275 million by $1,109 million. This balance com- 
pares with credit balances on current account cf ¢/91 million in 1941 and $126 mil- 
lion in 1939. In 1942 as in other years during the war the sharpest increase was 
in the gréss credits. Credits, debits and balance are, of course, at record levels 
and reflect the great expansion in the Canedian economy with the export of war pro- 
‘duction to the many theatres of war throughout the world. 


Table 1 — Current Account Between Canada 


) and All Countries | 

4 ‘ (millions of Dollars) 

| Year Credits | - Debits Net Credits 

? 1937 1,593 1,413 + 180 

1938 15361 eZo1 + 100 
1939 1,457 t733h + 126 
1940 1,776 1,627 7449 
1941 Parse 1,967 + AGL 
1942 3,384 2,215 +1109 


‘ In order to reveel the finencial and foreign exchenge aspects of the inter- 
‘national eccounts produced ty these wartime changes, it is necessary te divide the 
“balence cf paynents statements inte two clearly defined divisions for the reasons 
which have elready been discussed, — the balence cf payments between Canada end the 
“Sterling Area, end the balance cf payments between Canada end the rest cf the world, 
with which Caneda's dealings ere on a United States doller besis. Separate state- 
‘ments are therefore shewn for transactions with Empire Countries and Nen-Empire 
“Countries. Inscfar as wes possible, the statement for Empire Countries represents 
the Sterling Area end the statement for Nen-Impire Countries represents the United 
“Stetes dollar eres during the wer years. In the pericd before the introduction of 
exchenge centrol by the nations of the British Commonwealth im September, 1939, the 
‘division inte the two areas has less significance from a currency point cf view, 
being only 2 division between Empire end Non-Empire ccuntries. 


Current Trenssctiors with Empire Countries 
(See Teble II te IV) 


The dominant characteristic of the balance, of payments between Cenada and 
‘the Sterling Area, a large excess cf Canedien experts and other sources cf balance 
ef payments credits over imperts and other debits, wag even more promouyced in 1942 
than in the esrlier years of the war. Totel British expendituree increased sharply 
while British current receipts increased only mcderately. The net credit on cur- 
‘rent account in 1942 was $1,277 million compered with #605 million im 1941, $419 
million in 1940 end $176 million in 1939. The expensicn in British expenditures 

wes mainly due te much heevier peyments fcr munitions. Payments for raw materials and 
foea continued et very high levels alse while expenditures cn various wer activities, 
including eir treining in Ceneda, Sncreasea substentielly. Expenditures in Canadien 
perts in connection with shipping and peyments for inlend freight on exports were als¢ 
higher. The totel value of exports from Canade cn Empire account, including pre- 
payments for goede in the precess of preduction, increased frem #1,092 million: in 

1941 to $1,549 in 1942. These figures compare with the value cf exports to Empire 
countries in 1939 of 4/36 millien end do net include exports en Canedian acccunt 

such es ecuipment fer the Canadien Army in the United Kingdom. 


CANDIAN BALANCE OF INTERNATIONAL PAYMENTS 


The moderate gain in British receipts was due elmest entirely to the higher 
level cf Canedien expenditures abroed in connection with the Canedien armed ferces | 
oversees. Total overseas expenditures of the Canedisn gevernment were $191 million — 
jin 1942 compared with ¢97 million in 1941. Imports from both the United Kingdom 
and the rest of the Sterling Area, ameunting tc $116 million and $110 million res- 


4 
pectively in 1942, were lower than in 1941 but still higher than in 1939. These 4 
impcrts do net include gecds which are not purchased by Canede, such as centribu- hy 
ticns in kind meade by the Gevernment of the United Kingderm te the Combined Air i 


Treining Organizetion and the eouipment imported fer the R. A. F. Special Scheels x 
in Canada. Net payments Of interest end dividends by Canade to the Sterling Ares | 


have declined from $75 million in 1939 to $63 million in 1941 and $44 million in 1942 
This decline in neinly e reflection of the eliminetion of interest payments on 4 
Canedian bends which have been repatrieted since the start cf the war as payments 
of dividends tc shareholders in the Sterling Area heve not waried much during the 
pericd. 


Table 2 — Current Account Between Canede 
end Empire Countries 
(millions of dellars) 


Year Credits Debits Net Credits 
1LO3% 565 406 +159 
: 1938 508 337 + 172 
3939 502 326 + 176 
1940 $22 4,03: + 419 
1941 L321 516 + 805 
1942 SBA 557 +1277 


The current account with the Sterling Area, shcevm in the various eccom— 
penying tables, is divided into transactions between Canada and the United Kingdom 
end Canede and Other Empire Countries. An anelysis of officiel expenditures on 
war production hes enabled this division te be made satisfactorily in 1941 and 1942. 
In 1940, however, merchendise exported on British account end shipped to Egypt end 
ether Empire Countries is included in the "Other Empire" section cf the statements. 


Capital Account Trensections with Empire Countries 


coe seagy wa 


Gress capital receipts by Canade from Empire countries in 1942 were $884 
million. The lergest element in this figure, however, is §818 million representing 
the net decline in 1942 in the Sterling belances which had been accumuleted by Cana 
in the eerlier years of the war. The principal part cf the decline, $700 millicn, 
resulted from the cenversicn of en equivalent emount of Sterling into a speciel 
loan to the Government of the United Kingdom. Mest cf the remaining $66 million of 
capital credits is made up of $58 million expenditures by the United Kingdom on | 
fixed cepiteal invested in Canede fer the preduction cf muniticns end fer eir trein- 
ing. These fixed capital expenditures were considerably less than in earlier years, 
the cerrespending figure in 1941 amounting te {15% millicn. Privete capital reeéipt 
in 1942 cof $8 million include such items es claims received for the less ef vessels 
end distributions of estetes and trusts, end certain changes in private balences cf 
non-residents. 


Gress capital debits, exclusive of the billion doller gift and the special 
purchase of gold, amounted to $1,129 millicn in 1942. Of this amount £59 million 
represents privetely financed capital payments by Canede. Private retirements of 
securities, purcheses of securities, repayments cf mortgeges and loans, settlements 
of estates and trusts and insurance company transactions make up most ef this $59 
million. The remaining amount of $1,070 millien is mede up of debits connected with 
official transactions which are shown in detail in Table 3. 
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The prinical means adcpted by the Canadien government of financing the 
residual needs of the United Kingdom on current and capital accounts was the billion 
dollar gift to the Government cf the United Kingdom. With this contribution of 
funds the British supply of dollers from other scurces wes supplemented so that 
British purchases in Canede weuld net be limited hy a shertage cf @ollers. Con- 
seauently, the British Government was enabled to purchase munitions, raw materials, 
and fcod, and tc méke cther expenditures necessary for the prosecution of the wer. 
In eddition to the billion deller centributicn, other Deminion government transactions | 
also hed the effect cf. increasing the United Kingdor!s supply of Canedian exchange. 
Officiel repatrietions by Canade of Dominion end Canadien National Railway issues held 
in the United Kingdom resulted in the transfer cf $296 millicn to the United Kingdom, 
-miscellenecus payments tc adjust previous transacticns, mainly in connection with 
munitions contracts, amounted to #74 million, and « speciel purchase cf gold resulted 
in the transfer of an additional $23 million tc the United Kingdom. There were also 
capital debits of $700 million reflecting the conversion. of the major part of the 
accumulation of sterling balances into a special loen tc the United Kingdom in 1942. 
i The accumuletion of these sterling balences by the Foreign Exchange Control Board in 
1940 end 1941 was the principel means cf meeting the recuirements cf the United King- 
dom up until 1942. A summary cf the capital transactions between Canada and the 
: Empire Countries, between 1939 and 1942, appears in Table 3. 
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% Tabel 3 — Capital Transactions Between Canade . 
end Empire Countries _ 


4 Capital Credits 4 939 1940 1941 1942 
a Decreese in £ balances = = = $18 
Other credits 97 116 181 66. 
Total Credits 97 116 181 88," 


Capital Debits 


Privete goliga senna 105 111 3 59 
Official Transaecticns — 

Bapetriation? 75 137 189 296 

Increese in £ balances Es 82 728 a 

Speciel loan to U. K. ~ a ~ 700 

Special payments cs tiled ee ae es 

Total debits ag above 180 330 990. 1,129 

Speciel Gold Traketiows 2 218 ~ 23 

Billion Deller Centributicn ~ - - 1,000 


Current Transactions with Non-EFmpire Countries 
(See Tables V - VII) 


Net debits from current account transactions betweensGanada and Non-Empire = 
Countries in 1942 amounted to $168 million, compared with $314 million in 1941 and 

$270 millicn in 1940. Although this marks a decline from the high level cf the current 
account deficits of 1940 end 1941 it is still lange in releticn te the net debits of. 

$50 million in 1939 and the net credits of $2] million in 1937. In each year from 

_ 1937 to 1942 there have been large deficits with the United States which have been 
partly offset by credit balences from transections with other foreign countries. These 
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credit balences, arising mainly from trade with cther foreign countries, heve been 
greetly reduced, hewever, by the elimination cf experts te mest arecs of Continental 
Furope and fsie. 


The rapic end continued rise in the velue of imports from the United States 
during the wer hes teen ea primary fecter in the growth of the debit belence with the 
United States dellar srea. Imports from the United States have grewn from $472 mil- 
lion in 1939 to $702 millicn in 1940, $910 million in 1941 and $1,116 million in 1942. 
Irperts on British or cther Allied eccount rhich are not paid for by Canada, are ex- 
cluded from these figures. The demand for imports is, of course, clesely releted te 
the wer procucticn program. Imports cf capital equipment have been an important 
element, especially in the earlier years of the wer. As mmitions production has ex- 
pended imports of meterials, fuel, and ccompcnents have also grown and represent a 
mejor part cf the increeses. An importsnt pert cf these United States doller re- 
auirements erises frem the United Stetes deller content cf producticn in Cansede for 
the United Kingdom... Direct purchases by Canada in the United Stetes cf sircraft and 
ether eauipment for the armed services have elso been substantiel and the high level 
ef incomes hes led te increased demands for civilian commcdities imported frem the 
United States althcugh the renge cf these hes been limited by the War Exchange Cen- 
servetion Act. The value of imports from cther foreign ceuntries has not fluctuated 
widely between 1937 and 1942. The United States, however, hes, in recent yesrs, be- 
come the scurce of supply of some ccmmodities formerly imported from overseas. 


Teble 4 — Current Account Betveen Canada 
and Non-Empire Countries 
(Millions cf Cenedian Dollers) 


Year Credits _ Debits Tetal Net EPalences 
Tetal Total Non- United Other 
Non-Empire Non-Empire Empire Stetes Foreign 
1937 1,028 1,007 + 21 = Ut +98 
1938 853 924, - 71 -149 +78 
1939 955 1,005 - 50 -116 +66 
1940 954 Lcek -270 -292 +22 
1941 pia sy a Wine 49 —314 —318 +4 
1942 1,550 1,718 -168 -180 : +12 


While experts te the United States dellar aree have increased each yeer 
during the war there has been less regularity in the increases than in the rise in 
imports. The greatest expansion occurred in 1942 when the tetel value wes $974 
million compered with $624 million in 1941. The gains in earlier yeers were more 
mederete, exports to non-Empire countries in 1939 being $470 million, and in 19,0, 
*503 million. The increases in exports to the United States heve been greater than 
these ameunts, hewever, as export credits from other foreign countries have declined 
each yeer. The greet increase in exports in 1942 is, of course, principally a result 
ef transactions under the egreements entered into between the Canadien Prime Minister 
end the President of the United States at Hyde Park in April, 1941. Experts re- 
sulting from the agreements first became substentiel in 1942 when deliveries cf 
munitions, metals end cther war production rapidly expended. The Hyde Park element 
in the totel experts to the United States is covered by the cash received for deliver- 
ies of preduction rather then the value cf exports since the geods themselves were 
not all shipped te destinaticns in the United Stetes. Seme prepsyments and capital 
advances received in ccnnection with preduction under the agreements, received in 
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1941 and 1942, have been entered as credits in the capital account to be offset as 
deliveries take place. Another notable feature cf exports to the United States in 
1942 is that e considereble part of the increase occurred in normal exports other 
than "Hyde Park items" sc that the velue of raw materials and other civilien com- 
-modities exported to the United States in 1942 was at a record level. 


% Net exports of non-monetary gold preduced $184 million Canadian in 1942 
compared with #204 million in 1941. While the exports in 1942 had the same Cana- 
dien doller value es exports in 1939 there is a considerable decline in quantity 
reflected in the 1942 figure since it includes the 10% premium on United States 
dollars. Gold production’ in 1942 declined as a result of manpower transfers and 


higher costs. 


Tourist and travel expenditures produced net credits of $55 millics in 
1942 compsred with $90 million in 1941. Most of this decline reflects the sharp 
reduction in United Stetes expenditures in Canads which declined from $107 million 
in 1941 to $79 million in 1942. The contraction iB automobile travel was the 
principal reeson fer the decline in receipts. Some cf this reduction in expenditures 
of automobile tour%sts was affsdt, however, by higher expenditures by the larger 
number of persons travelling by rail. Canedian travel expenditures in the United 
States increased from $18 million in 1941 to $24 million in 1942 - a probable 
reflection of increesed business and military trevel. The net credits of $55 
million from travel expenditures in 1942 compare with estimated net credits of $85 
illion in 1937, #70 million in 1938 and #72 million in 1939. While the expend- 
_itures in Cansda of travellers from ell Non—Empire countries were considerably 
higher in the three pre-war years than in any year since, being estimated at $154 
million in 1937, Canedien travel expenditures in Non-Enpire countries-were also 
higher before the war, being estimated et $69 million in 1937. During the war, 
 Cenadien expenditures involving the use cf Umited Stetes dollars have been sharply 
reduced as 2 result of the officiel restrictions on pleasure travel introduced 
in July, 1940. 


any 


‘Dame 


Net payments to the United States dollar area on account of interest and 
dividends were $159 million in 1942 compared with $163 million in 1941. This re- 
duction in the debit belence was the result cf increased income from Canadian- 
owned investments in Ncen-Empire countries, particularly from direct investments in 
the United States. Total payments cf interest and dividends on investments in 
- Canada owned by residents of the United States dollar area were at about the. same 
level in 1941 and 1942 being $219 million in the letter year. The Givisicn cf the 
totel between interest end dividends wes different, however. Dividends declined 
in 1942, while interest payments were higher as a result of the heavy plirchases of 
outstending Cenadian bonds by United States investors in recent yesrs. The net 
debits Of $159 million on account of interest and dividends in 1942 compare with 
the pre-war figures of $146 million in 1937, 163 million in 1938, and $174 million 


in 1939. 
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Net debits on account of freight and shipping with the United. States 
doller area continued to grow rapidly in 1942 being $85 million compared with $65 
million in 1941, and a pre-wer level of $21 million in 1939. The principal factor 
in this growth was the large increase in eceen shipping costs brought about by the 
’ sherp rises in shipping and wer risk insurence retes. Although peyments fcr inland 
freight on coal end cther commodities imperted from the United Stetes continued to 
mount, these increases were mere then offset by increased receipts by Canadian 

railways carrying exports to the United States berder. 
a 
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Si-See 


All other current trensacticns resulted in a credit belance of $43 million — 
compered with substantial debit balances in preceding yeers. As it includes un- =| 
usual trensactions the compesition of this item varies in the different years. War- 
time factors were particularly significent in producing the credit belence in 1942. © 
Expenditures by the United States Gevernment on the constructien of the Alaska High— 
way and other developments in Ceneda were substential. Newfcundland's balance of 
United States.dellar receipts, which were also included, were psrticularly heavy in| 
19,2 because of expenditures of the United States Government on bases in Newfoundlagd 

a 


Capitel Transactions with Non-Empire Countries 


to restrictions imposed by foreign exchange contrel. In general, peyments were al> © 
lowed only in the case of maturing contractual commitments, although certain other 
types of capital transfers were permitted in minor amounts. 


Capitel payments by Caneca te non-Empire ccuntries, are, of course, subject. 


amounted to ¢212 million. Retirements cf Canadian bonds and debentures held in the | 
United Stetes and repayments of mortgages, leans and advances and other contractual © 
obligations meke up most of the cash payments es in former yeers. In 1942, however, 
there were also debits in connection with changes in private balences and other | 
short-term eesste es well as debit entries reflecting en increase in Canada's offi- Fi 
cial reserves of gold end United States dollars. An importent fecter contributing : 
to this imerease in reserves was the unusually high level of purchases of Canadien ; 
securities by United States investors. : 


Gross capital debits in the account with Non-Empire countries in 1942 | 
| 


Capitel credits with non-Empire countries totelled $351 millicn in 1942. — 
The proceeds from the purchase of securities by investers in the United States was » 
the lergest single source of capitel credits. Transactions in outstanding Canadian y 
bonds represented the lergest pert of this import of cepital. These were heavier th 
in eny previous yeer for which records are aveileble and were concentrated in i. 
Dominion, Dominion guarantees and Provincisls. Marked increases during 1942 in the - 
quotetions for Canadian bends in United St»tes bend markets were a factor in this 
movement of securities from Canada. There alse continued to be ea substantial licui 
ation of Canadian heldings ef United Stetes securities in 1942, and sales cf dom- 
estic securities to non-residents for Canadian dollars. 


The other prominent source of capital credits in 1942 was the receipt of 
certain prepsyments end capital edvances srising out of the Hyde Park agreements. 
These advances in connection with the preductien cf munitions and raw materdels in 
Canada, of course give rise te subsequent deliveries cf exports for which ne 
payments will be received. ; ; 


Capitel credits alse criginated in verious increases in other forms of 
United States investments in Canada, and decreases in cther forms of Cenadian-owned 
assets in the United Stetes and elsewhere. These credits were in connection with 
direct investments, insurance transactions, estates and trusts, real estate, shert-— 
term financing, repeyments, etc. Expenditures by the United Stetes government on 
the Aleska Highrey end other cevelopments in Canada ere ccovered in the current ac- 
ecunt rather than the capital account. 


Credits of #23 million were alse recieved from the sale in the United Stat 
of thes geld purchased from the United Kingdom. 
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STATISTICAL NOTES 


Merchandise Trade 


While export end import statistics are the principel scurce used for this 


item, they have been adjusted tc bring them more into cenfcrmity with peyments in 


the two currency arees into which the belence of payments statements ere divided. 


Where date on international payments for wer supplies through officiel 
channels were eveilable these have been substituted for the value of goods exported. 
Thus, in 1941 end 1942, British peyments through official channels for wer supplies 
and food, end peyments by the United States Government for wer supplies and metals 


exported under th- Hyde Park agreements have been entered as credits in the merchan- 


dise account rather than the value of the gocds exported. Since war supplies purchased 
by the British and United States govermments have been shipped te various destinations, 
this substitution of financial date on peyments for the velue cf geods shipped has 


heen a major adjustment necessary in the construction of belance of payments state- 


ments with the two currency arees in 1941 end 1942. The figures in the merchandise 
item of the tebles are accordingly indicative of international payments rather than | 
of shipments cf goods to the various countries and areas. Exports are also adjusted 
on account of whest end other grain movements for stecrage. Imports are adjusted for 
warehousing 2nd for cver-valuation. Trade between Cenede and Newfoundlend has been 


excluded. 


Shipments cf merchandise on Canadian account such as equipment and supplies 


for the Canadian forces overseas, Red Cross supplies and private gifts end the Domin~ 


sion's gift of wheet to Greece have also been deducted from the exports as no foreign 


exchenge acctues from these transactions. Imports cf merchandise for the eccount ef 
British or Allied Governments heve also been deducted from the trade figures. These . 


deductions cover such imports es goods which the British Gevernment hes shipped to 


Ganade as part of its contribution to the Combined Air Training Organization and 
equipment and supplies for the R. A. F. Specizl Schools in Canada. Imports from the 
United States which heve been deducted, are principally made up of aircraft, eircraft 
engines and parts and other military equipment, and materials for British or Allied 


organizations in Caneda which are not paid for by Canada. 


As a result of these adjustments, the merchandise item is mere represen— 
tetiye of the international peyments made during the periods covered. There is still, 


however, the possibility of divergencies between the time of payment end the time cf 


import or export in the large volume of trade which continues to flew through private 
chennel although some edjustment fer these in the case of intracompany transactions 
eppears elsewhere in the belance of payments. 


Neé Exports cf Non—Monetary Gold 


This item is the value of "Net Exports of Non-Monetary Gold" as computed 
by the Benk of Canada end expleined on page 152 cf the September, 193% Bank of Canada 
Stetistical Summary. The figures ccrrespond roughly to the value ef current pro- 
@uction in Caneda. The totel net exports heve been shewn in the current account witn 
the United States although in the pre-war pefiod there were scme exports of gold te 
overseas countries arising out cf temperary market conditions. 


Tourist. Expenditures 


Estimates of tourist expenditures have been greatly improved in recent 
years. Through the cc-cperation with the ‘Dominion Bureau of Stetistics cf the Customs 
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Division of the Department cf Naticonel Revenue and the Immigration Branch of the 
Department of Mines and Resources, new methcds ef estimating tourist expenditures, 
first introduced in 1940, heve resulted in a greater volume cf data than wes formeF- 
ly available. In 1941, 2 more extensive organization of tourist statistics pro- 
cedure was undertaken. Progress was made, especially in the estimaticn of the 
expenditures of eutomobile tourists. A more uniformly classified count cf the auto— 
mebile treffic was obtained es a basic record of treffic. In addition, larger and 
more representative samples of tourist expenditures were cellected. In 1942, 82% of § 
all the United States motorists entering Canada on a trevellers' vehicle permit re- 
ported their totel expenditures in Canada. At the same time, a sample of ennrox— 
imetely 44% was obtained from short-term local United Stetes tourists crossing into ~ 
Canada. Virtually all cf tie expenditures of Canadian motorists in the United States 
were elso covered by a sample which exceeded 97% of the tctel treffic. 


The estimetes of expenditures in the yeers 1937, 1938 and 1939 have been | 
revised in the light of information eccumulated in recent yeers, whereas the estimates 
for 1940, 1941 and 1942 reflect the new procedure developed in 1941. In the revision |! 
ef the pre-war years the new dete on expenditures accumulated during the war have 
been related to the statistics cn the volume cf traffic before the war. Since this 
methed hes some erbitrary aspects the resulting estimates for the pre-war years have © 
act as subs tanita ea besis as the. estimates for later Bi pate Tt is believed, howevany 


The new cattaaber peine to mach rails Levels “ot leviaiinnda in the ie-wall years, 
perticularly in the case cf expenditures of United St&tes travellers in Canada, ‘Lenk 
the estimates originelly published. 


Interest and Dividends on Securities 


This item is limited to interest on bonds and debentures and dividends paid | 
on stock. Some remittances of income cn investments other than securities, for which 
date are available fcr the period from 1940 to 1942 for the first time, have been 
included in the item "All Other Current Transactions". Estimates of these miscell- — 
aneous income items have been included in the latter item for the pre-war years as 
well. 


Revenue eccruing tc residents cf enemy occupied end prescribed territory 
from investments in Caneda, is entered as a debit in the interest and dividend item, 
end offset by a credit entry in the capital account. 


Freight and Shipping 


This item includes estimates covering ccean shipping operations, freight 
peid te United Stetes railways cn imports, inlend freight earned by Canadian trans-— 
portetion companies cerrying experts tc the United States border or Canadian ocean 
ports, revenue received by Canada frem in-trensit treffic, and payments for marine 
and wer-risk insurance cn gocds imported inte Caneds frem cverseas. The accounts 
between the two currency areas have been adjusted te allow for the U. S. dollar cost. 
of prepaid freight cn experts to the sterling srea. 


Ocean shipping trensactions include: freight paid to British or foreign 
ships on imports, expenditures ebread on ees] of Canadian ships, payments by 
Canadian companies fcr the charter cf British er fereign ships, earnings cf Canedian 
ships en exports snd on traffic between foreign ports, revenue cf Canadian com- 
penies from the charter of ships and expenditures in Cenada on eccount of British j 
and foreign ships, The latter group of expenditures rose sharply in 1941 and 1942 
over the level of previous yeers. 


pia oo 


CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
All (ther Current Trensactions 


This item includes government expenditures, a wide renge ef miscelleneous 
trensactions mostly in the field of services, and come unusual transactions which 
hev> occurred since the war, end which are net readily clessi€ied in eny other item. 
In comperisens of this item frer ene year te another, its varied composition should 
he teken inte ccnsideretion. The treatment ef seme typee cf transactions elso veries 
during the period, th= net belance being entered in some yerre and the gress trans- 
actions in others. 


Governnent expenditures are more impertent in 1941 and 1942 than in 
previous yeers and represent. the bulk cf the item in the account with, Empire Ceunt- 
ries. The expenditures ef the Dominion Government in connection with the maintenance 
of the Canadien armed forces cverseas is the mest impertent pert of the Government 

expenditures among the debits, snd the expenditures cf the British Governnent cn air 
training and other wertime activities in Canede, end the expenditures ef Australie . 
end New Zealend on eir treining are the most important emong the credit entries fer 
Gevernment expenditures in the acccunt with Empire countries. Payments by the 
Canadien Government for imports of geods end hy the British cr Allied governments 
fér goods exported, are, ef ceurse, net included in this iten eas they are part cf 
the item "Merchendise Trade". Nor dees this item include government trensactions 
belonging to the capitel eccount such as official repatrietions, chenges in official 
belences and capital expenditures by the United Kingdem Government. 


Blse included are verieble transections such as Nevfcundlend's balence 
‘of United States doller receipts which, in 1941 and 1942, were heevier then usual 
ewing to the expenditures cf the United Stetes Government cn bases in Newfoundland. 
‘The expenditures cf the United Stetee Gevernment on the Alaska Highway end cther 
_develepments in Canede are alse an importent source of credits included in 1942. 


P 
XK Among the miscellaneous tranactions wnich heve been censelidetesd inte 
Bthis item ere personel and ir-igrent remittances, religicus end benevolent remit- 
Ptences, wer funds end cther privete remittences to the armed fcrces overseas, motion 
‘picture and other revalties, earnings cf Canadian residents employed in the United 
)Stetes and United Stetes residents employed in Cenada, commercial and financial 
‘services, telegreph and cable, professionel, technical and menagenent services, 
cpersting expenses of cfficer end agencies, and ether sundry services. 


ht 


E. 

The iten elsc includes migcelleneous remittences of income for which 
dete first became eveilable from sources developed in 1940. These remittences cover 
interest cn mertgeges end loens, rents, crop shere rentels, prefits frem epeculation 
Tend certein types cf business, income received by Canedians fre foreign estates 
Pend trustc, etc. Estimetee cf this riccellanecus incrrie heve been incluced fer 
the pre-var yeers es well. 


» {tem between the current and capitel acceunts, end 
e missions in the stetements since in a perfect balence 
ig peyments stetement, the net bele s in the current ecceunt and the capital ac- 

- ccunt would exactly cffset one encther. In the yeers 1940 tc.1942 this relaticnship 
exists in the ecccunts with the Eypire end the Non-Empire es well «es in the state- 
ment rith all countries due te the existence cf exchange contrel. In the yeers 1937 
te 1929 this reletionship only applies te the statement fer all ccuntries since in 
the pericd Befcre exchenge contrcel, balences in the acccunt with sterling eree 
countries were freely convertible intc United Stetes dcllers. 


This is a halencin 
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While thé ceuses of the residual cannot be identified with certainty 
there have been situetionge apperent fror tire te tire which eppeear te have con- 
tributed te the residvel. Facters Gennected with the relationships between the 
mevenent cf gecds end payments «re particularly elusive, In 1937, hewever, it is 
likely thet the heavy exports in that yeer, particularly ef newsprint, which were 
not all peid fer in 1937, contributed te the residual vhick indicated a surplus 
of credits. In 1938 and 1939 it ic pessible thet the shertege cf credits suggested 
by the residual is partly the result of imperts ef refugee capitel from Eurcpe not 
being completely reflected in the statement. It is net improbetle thet the large 
residual with the Sterling Aree in 1940 is a reflection cf some werking cepital 
advences by the British Government tc contrectors in Cenada in the esrly stages of 
the wer productien pregram vhich were net all cevered in the statement. 


a te 


CANADIAN BALANCE OF INTERNATIONAL PAYMENTS Wie nl Ode 
* TABLE J, 


TRANSACTIONS BETWEEN- CANADA #ND ALL COUNTRIES. 
(Millicns ef Canedien dollars) 


LOS 1938 1979 1940 1941 1942 


"A. CREDITS - WITH ALL COUNTRIES 


 Werchendice exports— after_edjustment 1,041 SLL 906 Peavey wily leery. epee 
Net experts cf nen-mcnetery geld 145 161 184 203 204 184 
. Tourist expenditures 166 12S 149 104 Ada: $1 
_ Interest and dividends 76 66 5 52 60 67 
_ Freight ane shipping a2 Gr 2 102 138 185 22 
~ ALL other current credits 53 L6 59 Ri 166 308 
) Total Current Credits Tener hy sone 1,257 a g's SAE Net rls PL 
_ Speciel Gold Transactions \*) - = 2 218 = 23 
Capital Credits + 622 458 558 263 BCG. Rees) 
’ B. DEBITS — WITH ALL COUNTRIES 
" Merchandise imperts-after adjustment 776 649 71 309 11, 006r sql, 262! of 1406 
- Tourist expenditures 87 * 86 e1 43 21 26 
Interest and dividends 302 307 306 313 286 270 
' Freight end shipping IBY 105 119 32 167 228 
p ATL other current cebits 1il 1 122 133 229 34,5 
| Totel Current Debits , PpAIAM 1, 260 1,996, 1, bene 1, 96Re 25275 
“Snecis] Gold Trensecticns 2) - - 2 218 ~ 23 
: apeetey Debits 79h 570 692 Ae 064 ae 


Billion Dollar Contribution ~ ~ - ~ + ,;1,000 


C. MET BALANCES - WITH ALL COUNTRIES 


Merchandise trede-after adjustment + 265 4 195- +193 °+ 196 4 AGS. 42,117 
Net exports cf non-monetary geld = + 145 161 BBL, at ROB bck ZOL? bah do Bd 
Tourist expenditures + or. + 63, + G68. + gbhisrpreQO:. Ayibd 

™® Interest end dividends os ae = YY 5 249, rh@Gliv t& Mee + sone? 
Freight ens shipping eS Ph ae ION =) 17) teachin tte Ben H 7 
All cther current transections ~ 68 .- 62 sno Sthanmr bh nericb3iero Bir 
Totel Current Acccunt ep at 180, 6 +100 +1260 4 AAD. 9 H ADL ith, LOD 
Speciel Geld Treneactions(2) _ - - - - ~ 
 Capitel Acceunts 51908 «12112 -—- 136 ..— 188 ser & 106 
_ Billion Deller Contribution ; ~ - - - -1,000 
Belencing Item(1) | ee ae A Same mea fs Gaede Sai Gy Oe i 
Pees | 2G) 3 os. ~ Ye 1,09 


(1) This belencing item reflects possible errors and the omission of certein factors 
which cannct be measured stetisticelly. 


(2) This represents gold received from the United Kingdem in pert settlement of her 
deficiency with Cenada, end used in turn to settle part cf Canede's Deficiency with 
the United Stetes. , 
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CANZDIAN BALANCE OF INTERNATIONAL PAYMENTS, 1937 - 1942. 


TABLE II 


TPINSACTIONS BETWEEN CANADA AND EMPIRE COUNTRIES. 
(Millions of Canedien Dollars) 


1937 nA STS eae > Be Tamas he 7 9 Sammie he 7.9 lea WO 


A. CREDITS - WITH EMPIRE COUNTRIES 


Merchandise exports-after edjustment 493 442 436 699 1,098 1,549 
Tourist expenditures 12 10 9 6 3 2 
Interest and dividends 4 5 5 s) 5 i 
Freight end shipping é 15 43 43 76 119 127 
wer Services - - - 20 7h 130 
All other current credits 8 g 9 18 22 19 
Totel Current Credits 565 508 502 S22" U320 eee 
Capital Credits . 118 102 97 116 181 e384 
B. DSBITS — WITH EMPIRE COUNTRIES 

Merchendise imperts-efter adjustment 235 184 177 236 279 226 
Tenrist expenditures 1é ays ot: 2 3 2 
Interest end dividends 8&7 $3 £0 76 68 51 
Freight enc shipping We? 34 39 36 36 49 
Cenadian Overseas expenditures - ~ - 29 97 191 
fll other current debits 19 19 L7 en 5) 38 - 
Totel Current Debits 406 BS] 326 403 516 557 
Speciel Geld brenaseticns’? - - 2 248 - 23 
Cepitel Dehits 142 155 180 330 990 =—s-11, 129 
Pillien Deller Contribution - - - - - 1,000 
C. NET BALANCES — WITH EMPIRE COUNTRIES 

Merchendise trede-after edjustment + 258 * + 258 Glo 259) ecemgGain Ao SLetouie sae 
Tourist expenditures = RNG oie! be) ee aa - - 
Interest end dividends - €Oi-= 78 - 75 woewstvi= 68 tearere 
Freight end shipping ae to 9 + Lf + goss 2) eae 
{11 ether current traneecticns - 2 -= JL Mere ssestadassrsAees eo 
Tetel Current Account + 159. 4+ 17 +176. SOS 0s eee 
Speciel Geld Piementianp - - = 2 = 248 =) Pebowms 
Cepitel Account - Qi ~~ 53 -—- $3 — 214 a)=6600 tat aee 
Pillien Deller Contribution - - - - - -=1,000 
Belencing Ttem\2) (1) (1) (OL) oc, Vets Ader Teo ere 9 


- A419 - &05 -1,277 


(1) This helencing item reflects possible errers and the emissicn ef certein fectors 
vhich eennet be messured statisticellys In tho steterents cf trensectiens with 

Mapire Countries enc vith Nen-Enpire Countries it reflects mutiletersl settle- 

ments in the pericd hefere exchange centrol. 

(2) This represents geld received fror the United Kingdom in pert settlement of her 
deficiency with Cemade, en” used in turn te settle pert of Cenede's deficiency 
vith the United Stetes. 
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CANADIEN LALANCE OF INTFENATIONAL PAYMENTS, 1937 - 1942. 


TABLE ITT 


CURRENT TRANSACTIONS BETWEEN CANADA AND TES UNITED KINGDOM. 
(Millicns cf Canedien Dellers) 


a937 


A. CURRENT CREDITS — VITH THE UNITED KINGDOM 


Merchandise experts—-after adjustment 
Tourist expenditures 

Interest end dividends 

Freight end shipping 

All other Current crecits 


Totel Current Credits 


385 
ed 
2 
38 
8 


LAA 


|B. CURRENT DEPITE - WITH ThE UNITED KINGDOM 


Merchendise imports - efter edjustment 


Tourist eypenditures 
Interest end dividends 
Fréight and shipping 


fll cther current debits 


o-oo 


Totel Current Debits 


1Aé 
16 
E5 
4,3 
17 


309 


C. NET CURRENT BALANCFS - WITH THE UNITED KINGLOM 


Merchendise trade-efter acjustrent 
Tourist e:penditures 

Interest and dividends 

Freight and shipping 

All cther current trensections 


Total Current Acccunt 


ae 
Le) 
we) 


| 
leo! 
OMWU ~] 


oe 
ht 
SS) 
LS | 


1938 1939 
oy 332 

g 7 

2 2 

34, 3/ 

3) 9 
389384 
119 106 
15 qi 

&1 7é 

30 36 

Ly. 16 
262 247 

+ 218 + 226 
(gee. A 

i FT BL IG 
nies A - 2 
OLS Ba ne at 
sabe Ea x ge a 6 


+ + 


a 


1949 GAL 1942 
542 OLA Ty40e 

& i 

2 rs 3 
60 110 gins 
2 63 ee 

636 1,093 1,641 
133 237 116 

2 a 2 
7h 66 50 
Be 28 Mae 
52 126 225 

292 359 434 
409 TG | Oe 

i) 
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ile SN Sie ie aga i | 

O85 4 toon Whee 


es 


CANADIAN EALANCE OF INTERNATIONAL PAYMENTS, 1927 - 1942. 


TABLE IV 


CURRENT TRANSACTIONS BETWEEN. CANADA AND OTEER EMPIRE COUNTRIES 
~  : {Milliéns ef Canedien DoTiars) e 


1939, 1938 1909 1940 1941 


A. CURRENT CREDITS - WITH OTH=R EMPIRE COUNTRIES 


Merchendise experts - after edjustment 


Tourist experditures 
Interest end dividends 
Freight and shipping 

All cther Current credits 


Total Current Credits 


B. CURRENT DEBITS ~ WITH OTHER EMPIRG 


Merchandise imports — efter edjustment 


Tourist expenditures 
Interest and dividends 
Freight end shipping 
All cther current debits 


Totel Current Debits 


108 105 104 157 184 
iL 2 2 1 als 

5 3 3 1 1 

9 9 16 9 

(1) (1) (1) we 33 


ou bal) Yiry er lke 186 228 


COUNTRIES 
87 65 a 103 142 
eC 2 < ul 1 
2 2 2 bs 2 
4 4 3 4 8 
R 2 1 (1) 4 
97 aD a9 219 157 


CG.» NET CUPFENT PALANCES — WITH OTHER EMPIRE COUNTRIES 


Mercherdise trade - after edjustment 
Teurist expencitures 

Interest end dividends 

Freight end shipping 

All other current transactions 


Totel Current Acccunt 


tp2l «+ 4O «+23 “sebde hee 
heal af = gt = = 
% 93) *+ 91 “diablo etal Une rcie k 
fail? Ft ol§ Me RG = Ode aie See 
ene ee eae ae soe ee, 


(1) Less then £500,000 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS, 19317 - 1942. 
TABLE V. 


TRANSACTIONS BETWEEN CANADA AND NON-EMPIFE COUNTRIKS 
(Millions of Cansdien Dollars) 


193" 1938 1939 1940 1941 1942 


A. CREDITS - WITH NON-! EMPIRE COUNTIIES 


Merchendise experts - after edjustment 518 402 470 503 634, O74 
Net exports ef non-menetery gold 145 161 184 203 204, 184 
Tourist expenditures 154 139 140 9 LOB 2079 
Interest end dividends 69 61 52 49 55 60 
Freight end shipping 67 52 59 62 66 94 
All cther current credits 45 38 50 39 70 159 
Total Current Credits 1,028 853 955 Gey ALLS eee 
Special Gcld Trensectiona‘@) ~ - ‘a 218 - aS 
Cepitel Credits 504 356 461 167 385 55% 
B. DEBITS — WITH NON-EMPIRE COUNTRIES 
“Werchandise imports - efter adjustment 541 1,65 536 770 985 1,180 
Tourist expenditures 69 69 68 40 18 PNK 
Interest end dividends 215 22) 226 237 218 219 
Freight end shipping 90 71 80 96 131 179 
All cther current debits 92 95 95 81 99 116. 
Totel Current Debits 1,007. 924.,2,005. 1,224 1,452... 1,718 
; Capitel Debits | ee 415 51L wal 73 212 
2 C. NET BALANCES -— WITH NON-EMPIRE COUNTRIES 
; Merchsndise trade - after edjustment + 7 - 6 CE a eeaey Sire ORE hee 206 
_ Net experts of non-monetary gold eliietes Tle!) TERT 20S FeO 184 
- Tourist Expenditures PORE + 700 HOF 4 eBt HOO aie eS 
_ Interest and dividends Cia Se 1G8 AEE | WBE GS 1 ar Ae 
; Freight end shipping ) (D2 PETA GhAT LA 2207 EIB A 65) Hewes 
_ All cther current transactions ee) es) ae eo a aR +/ 43 
>) te ee ee a 
Li . 
 Totel Current Acceunt Bk eth rp) bDsg cpt eterieion a mils Ose 
' Speciel Gold Transactions (2) - ON a ay none so) yeah dae 
> Capitel Acccunt me BEL ge irri BD hee en DB: no Tan we ene Fie ate Ft 139 
Balancing Item (1) (1) (14, CENTS AHR CIR te TO MS 


Ne et 


ee crab ban 2-049 Wry cag ed 168 

(1) This talencing item reflects possible errors and the omissten of certdin factors 
which cennot be measured statistically. In the stetements of transactions with 
Empire Countries and with Non-Empire Countries it reflects multilateral settle- 
ments in the period before exchange contrel. 
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: This represents gold received from the United Kingdom in part settlement cf her 
4 deficiency with Caneda, and used in turn to settle pert of Canada's deficiency 
with the United States. 
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CANADIAN BALANCE OF INTERNATION/SL PAYMENTS, 1937 z 1942. 


TABLE VI 


CURRENT TRANSACTIONS BEIWEEN CANADA £ND THE UNITED STATES 
(Millions cf Canedien Dollars) 


Reif 1938 O39 1940 1941 1942 


A. CREDITS ~ WITH THE UNITED STATFS 


Merchandise exports-after adjustment 391 268 344. IAW 566 911 
Net exports cf non-monetary geld 145 161 184 203 204 184 
Tourist expenditures 149 134 ne 9&8 IG? 79 
Interest and dividends SL 25 27 29 39 43 
Freight and shipping 45 39 46 49 64, 92. 
All cther current credits he 36 Le 31 65 152 

ES Ae TE en CER TIN 
Total Current Credits 803 663 780 834, (25045 td5 Gee 


RK. DEBITE — WITH THR UNITED STATES 


Merchendise imports-efter adjustment | 463 400 472 702 910° 11,1169 
Tourist expenditures 65 66 67 40 18 24 
Interest and dividends 211 218 220 a33 214 ais 
Freight and shipping 68 55 61 78 noe 179 
All other current debits 73 ee 76 73 90 107 

BOE Set eee SEP OR ape aid Pay 
Totel Current Debits 880 &12 896 1,126 °1,:363 1,6408 


C. NET EALENCES - WITH TLE UNITED STATES 


Merchandise trede-after edjustment pinion, se LBD a BS Te ass - 344 - 205 
Net. exports of non-monetery gold +3264 +161 4+ 184 © go203-) gi20sun ghee 
fourist expenditures + Sh oh GB AYO a Mba og ee 
Interest and dividends. = "LO - 193 - 193 - 204 -~ 175 - 172 
Freight and shipping ~ "23" = 16 .-~ "15. = 26 Jimpomy eee 
All cther current transactions —  BT. re OR = EY ie ee 


Totel Current Acccunt . ST) = TAO eee LLG) COR acl aa eee 


hot 
CANADIAN BALANCE OF INTERNATIONAL PAYMENTS, 1937_.- 1942. 


TABLE VII 


CURRENT TRANSACTIONS ERTVEEN CANADA AND OTEER FOREIGN COUNTRIES. 
(Millicns of Canedien Dellers) 


EAs ale 1938 1939 1940 1941 1942 


(A. CREDITS - WITH OTHER FORFIGN COUNTRIES 


_ Merchandise expertstefter adjustment 157 134 12 719 68 63 
Tourist expenditures ao 5 3 (1) ab (1) 
_ Interest end dividends 38 36 25 20 16 17 
| Freight end shipping Le 13 nS 13 2 Os 
_ All cther current credits 3 2 8 8 5 if 
 Totsl Current Credits 225 190 175 12 92 89 


\P. DEBITS — ITH OTHER FOREIGN COUNTRIES 


_ Merchendise imports-efter adjustment 78 65 64 63 75 64 
Tourist expenditures ip 3 i (1) (1) (1) 
Interest end dividénds ve 6 6 4 A A 
Freight and shipping 22 16 19 18 2) (2) 
@ All cther current debits 19 Ze 19 8 9 9 


"Total Current Debits 127 112 109 98 38 7" 


pc. NET BALANCES - WITH OTHER FOREIGN COUNTRIES 


Merchendise trede-efter edjustment. Pie aries PA ovaries De ce) Wa: een aa, Se A) 
_ Tourist erypenditures ni, dined UM nN aa SNe Pa a a - 
Interest end dividends aiey: a OO ye DO eres a Te ide aves 08, 
‘Freight and shipping detest bhO WeE in Gibae an Dinudacue Fr? 
~All other current trensections mi Li oge v2Ohanenr ad yar cath eRe 
Totel Current Account A irgg OSU 7S! “elebGnhh taeebed dy tied Ie 


(1) Less then *500,000 
(2) .Included in amcunt shown fer United Stetes. 
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ESTIMATED CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


TABLE VIII 


Revised Stetement, 1937 


(Millicns cf Canadien $) 


Bh. Ceneda end ell Countries Credits Debits 
Current Account 
Merchandise trade-after adjustment Log) 776 
Net exports of non-monetary gold 145 - 
Tourist expenditures 166 87 
Interest and dividends 76 302 
Freight and shipping ik2 E37. 
All cther current transactions a S. qa: 
Totals — Current Acccunt 15595 1,423 
Capital Movements | 622 794, 
Belancing Item (1) = 8 


B. Canada end Empire Countries 


current Account 


ferchandise trade-efter adjustment 493 235 . 
Tourist expenditures 12 18 
Interest and dividends i 87 
Freight and shipping 45 47 
All cther current trensacticns & 19 
Totals - Current Account - United Kingdem L444 309 
Other Empire Ccuntries 121 97 
All Empire Countries 565 406 
Capital Movements 118 lsc 
Belencing Item(1) (1) (1) 


C. Canede end Non—Empire Countries 


Current Account 


Merchendise trade~efter edjustment 518 541 
Net experts ef non-menetery gold 145 - 
Tourist expenditures eee 5) 69 
Interest and dividends “69 215 
Freight end shipping 67 90 
All cther current transections £5 92 
Totals - Current Acceunt - United States 803 880 

Other Fereign Countries 225 127 

All Non-Empire Countries 1,028 1,007 
Cepital Movements 504 652 
Balencing Item (1) (1) (1) 


(1) This balencing item reflects possible errers anc the omission of certain fac 
which cennct be meesured stetistically. In the stetements cf transactions wit 
Empire ccuntries end with Non—-Empire Countries it reflects multileteral settle 
ments in the period before exchenge control. 
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ESTIMATED CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


BoLIMbL Ey VANE LIES SS ee 


TABLE LX 


Revised Statement, 1938 
(Millions of Cenadian #) 


A. Canada end all Countries Credits Debits Ne 


SS SS 


Current Account 


Merchandise trade — efter adjustment “8/4, 649 + 195 
Net exports of non-menetary geld 161 Or8 se 16E 
Tourist expenditures 149 - 86 + 63 
Interest and dividends 66 307 eyed ia 
Freight end shipping 95 104. ue = 10 
All other current transactions 46 aid, - 68 
Totals — Current Account 1, 362 1,261 + 100 
Capital Mevements 458 570 ~ 112 
Batancing Item (1) 12 2 + 12 
L831 15e3L 
B.. Caneda and Fepire Countries 
QGurrent Account 
Merchandise trade - after adjustment Lhe 184 + 258 
Tourist expenditures 10 17 - 7 
Interest end dividends 5 3 oo ae 
Freight and shipping 43 3 BP ble A 
3 All other current trangactions 8 19 Pign ie ie 
4 Totals - Current Account - United Kingdom 389 262 +127 
; Other Empire Countries 119 75 +s, L& 
+ All Empire Countries 508 REY + 171 
% 
t Capitel Movements : 102 155 - 53 
4 Balencing Item(1) : (1) (1) 
a C. Canada end Non-Empire Countries 
q Current Account 
¥ Merchandise trade - after adjustment 402 465 - 63 
3 Net exports of non-monetary geld maar 161 - + Yi, 
be Tourist expenditures 139 69 #70 
a Interest and dividends 61 R21, ~ 163 
_ Freight and shipping 52 qa: - 19 
q All cther current transactions 38 95 gel 
' Totals - Current Account - United States 663 giznate149 
4 Other Foreign Countries 190 112 £7 78 
\g All Non-Fmpire Countries 853 924 - 71 
| Capital Movements 356 415 ae ee, 
- ‘Belencing Item (1) (1) (1) 


(1) Thie balancing item reflects possible errors and the omission of certein factors 
-which-cannot be measured statistically. In the stetements of transactions with 
~fpire countries and with Non-Empire countries it reflects multilateral settle- 

ments in the period before exchange contrel. 


(1) 


(2) 


ae 
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ESTIMATED CANADIAN BALANCE OF INTERN/ TIONAL PAYMENTS 


TABLE X 
Revised Statement, 1939 


(Millions cf Canadian $) 


Canada and All Countries 


Current Account 
Merchandise trede - after adjustment 
Net exports of nen-monetery gold 
Tourist expenditures 
Interest end dividends 
Freight and shipping 
All other current transactions 

Totels - Current Account 


Speciel Gold Transactions (2) 
Capital Movements 


Belencing Item (1) 


Caneda end Empire Countries 
Current Account 
Merchandise trede - after adjustment 
Tourist expenditures 
Interest and dividends 
Freight and shipping 
All other current trensacticns 
Totals - Current Account - United Kingdom 
Other Empire Countries 
All Empire Countries 
Special Geld Trensections 
Capital Movements 
Balancing Item (1) 


Ceneda_ and Nen-Empire Countries 

Current Acccunt 
Merchencdise trade -— sfter adjustment 
Net exports of non-menetery gold 
Tourist expenditures 
Interest and dividends 
Freight end shipping 
All cther current trensections 


Totals - Current Account - United Stetes 
Other Foreign Countries 
All Non-Empire Countries 


Special Gold Trensactions (2) 
Capitel Mcvements 


Belancing Item (1) 


ments in the period befcre exchenge control. 


This represents gold received from the United Kingdom in pert settlement of her 


Credits 


(1) 


536 


68 
226 
80 
95 
896 


109 
1,005 


su 
(1) 


: 
; 
4 
Tais balancing item reflects possible errers and the omission cf certain a 
which cannot be measured stetistically. In the statements of transactions with 
Empire countries end with Nen-Empire countries it reflects multilaterel settle—- 


deficiency with Canada, and used in turn te settle part of Cuneda's deficiency 


with the United Stetes. 
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ESTIMATED CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


TABLE XI 
Revised Statement, 1940 


(Millions of Canadian ¢ 


Canada _ and All Comtries 


’ Current Account 


Merchandise trede - after adjustment 
Net experts of non-monetary geld 
Tourist expenditures 

Interest end dividends 

Freight end shipping 

All other current trensacticns 


Totals - Current Account 


Special Geld Transactions (2) 
Capital Movements 


Balencing Item (1) 


Caneda and Empire Countries 


Current Account 

Merchendise trade - after adjustment 

Tourist expenditures 

Interest and dividends 

Freight and shipping 

All other current transactions 

Totals - Current Acccunt - United Kingdom 

Other Empire Countries 
All Empire Countries 


Special Gold Trensections (2) 


* Cepital Movements 


Balancing. Item (1) 


Cansda_ and. Non-Empire Countries 


Current Account 
Merchandise trade - after adjustment 
Net experts of non-menetery gold 
Tourist expenditures 
Interest end dividends 
Freight and shipping 
All other current transactions 


Totals — Current Account - United States 
Other Foreign Countries 
All Non-Empire Ccuntries 
Special Geld Transactions (2) 
Cepitel Movements 


Belencing Item (1) 


) 


Credits 


1,202 
“203 
104 
52 
138 
ie) 


1,776 


"Y2L5 
283 


503 
203 
98 
19 
62 
39 
834 
120 
954 
248 
167 


369 


Debits Net 
1,006 + 196 
- + 208 
43 + 62 
313 = 261. 
132 26 
133 - 56 
1,627 + 149 
218 a 
A71 aes 
eH + 39 
2,346 
236 + 463 
3 SARS: 
76 Et TD 
36 te) 2, 
ares Ge 
293 Fe 
TO + 76 
LOS + 419 
2L8 Me, 
330 Page 83 
es ore 
981 
770 =< 267 
bs + 203 
40 + 56 
237 ~ 188 
96 —- 34 
81 eh Ae 
1,126 ae 
98 + 22 
1227 270 
- + 248 
141 + 26 
ee! 


i a 369 
parte : : : 3 2. : / 
This blancing item reflects possible errers and the omission:ef Certein fectors 


which cennot be measured statistically. 


This represents geld received from the United Kingdom in pert settlement of her 
defiency vith Ceneds, and used in turn to settle part of Canada's deficiency - 


with the United Stetes. 
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EOPIMATED CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
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TABLE XII 


Revised Stetement, 1941 


(Millions ef Cenedian *) 
A. Canede end $11 Countries Credits Debits Ne 


Current Account 


Merchendise trede —- efter adjustment datos 1, 26% + 1468 
Net exports of non-monetary gold 204, - + 204 
Tourist expenditures he 21 + 99 
Interest end dividends 60 286 ~(226 
Freight end shipping 185 167 +i 
All other current transections 166 229 — 62 
Totals - Current Account 2,458 1,967 + 491 
Capitel Movements 566 1,063 hee 
Balancing Item (1) 6 _ + 36 
3,030 Py 930 
Bs end Empire Countries 
Current Account 
Merchendise trade -— after edjustment 1,092 279 + 819 
Tourist expenditures 3 3 ; 
Interest end dividends 5 68 I 
Freight end shipping 119 736 + 83 
All other current transactions 96 130 - 34 
Totels - Current Account - United Kingdom 1,093 359 + 734 
Other Empire Countries 228 157, ie 
All Pmpire Countries Poet 516 + 805 
Cepitel Movements 181 990 - 809 
Palencing Item (1) 4 4 +: 1 
1,506 1,506 
C. Ganade end Non-Empire Countries 
Current Account 
Merchendise trede - efter edjustment 634 985 ~ 2 
Net exports of non-menetery geld 204 bie + 204 
Tourist expenditures 108 18 + 90 
Interest end dividends _ 55 218 - 163 
Freight end shipping 66 met ~ && 
All cther current transecticns 70 99 - 29 
Totels - Current Account - United States 1,045 1,363 « ~ Sida 
Other Foreign Ccuntries 92 &8 $255 
All Nen-Fmpire Countries T, 237 bpp en! - 314 
Cepitel Mevements 385 ie + 312 
Belencing Ttem (1) 2 


1,524 1, 524 


(1) This belencing item reflects possible errors and the omission of certain fact 
wnich cannet be meesured steticticelly. 


ete. ee 
ESTIMATED CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
TARLE XIII 
Preliminary Statement, 1942 
) 


(Millicns of Cenadien ¢ 


A. Canade end All Countries Credits Debits Ne 
Current Acceunt - 

Merchandise trade — after adjustment 25523 1,406 a Os 
Net exports cf non-monetery 184 - + 164 

Tourist expenditures 81 26 dep tes 
Interest and dividends 67 270 - 203 
Freight and shipping 221 226 ~ Z 
All other current transections 308 34,5 - 37 
Total‘ - Current Account 3,384 ever +1,109 
Speciel Geld Transactiens (2) 6 23 - 
Capitel Movements e265 oA ay 306 
Billicn Dellar Centribution - 1,000 —1,000 
| Pelencing Item (1) = 3 ~ 3 


~ 


B. Canada.and Empire Countrics 


Current Acccunt 


Merchandise trade -— after ecjustment 1,549 226 th, 323 
Tourist expenditures 3 2 ~ 
| Interest and dividends 7 ome - Ad 
Freight and shipping 127 49 el eles 
_ All other current transections 149 229 - 8&0 
H Totels — Current Aeceunt - United Kingdom B64) 43h #1 s207 
- Other Empire Countries 193 £25 thon l7O 
i All Empire Countries 1,834 REA heey 
¥ 
gi Speciel Gold Trensactions (2) & 23 +, 2 
4 Cepital, Movements 88), 1,129 fy 245 
% Pillicn Doller Contribution - 1,000 _ ~—1,000 
4 Belencing Item (1) = 9 - 9 
2.718 PM uts 
Canada_and Non—Empire Countries 
Current Account 
Merchandise trede -— after adjustment ; 974, 1,180 = 206 
Net exports of non-menetary geld 184 - + 184 
Tourist expenditures ie, 2h, a Ges 
Interest end dividends ! 60 2 a ae oe 
Freight and shipping 94 179 = tes 
All cther current trensacticns 159 Lie ty tne 
Totels — Current Account — United States 1,461 £641 4 186 
Other Foreign Countries 8&9 77 ieee 
All Non-Empire Countries 1,550 me, PLS ~- 168 
Special Geld Transactions (2) 3 m MN 9 23 
Copital Moverrents 352 212 2 Ja Be 
Balancing Item (1) eon: a vt | Gs 
1,930 1,930 : 


This balancing item reflects possible errors and the comission ef certein fectors 
which cannot be measured statistically. 

This represents geld received frem the United Kingdom in part settlement éf her 
deficiency with Canade, end used in turn to settle part of Cenada’s deficiency 
with the United Stetes. 
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“CANADIAN BALANCE OF INTRENATIONAL PAYMENTS 


TABLE XIV 


MERCHANDISE TRADE BETWEEN CANADA AND OTHER COUNTRIFS, 1937 - 1942 


(exclusive of gold end edjusted for belence cf payments purposes) 


Credits from ALL United Other United 


Bxeoerts 


Countries — Totel Kingdom Countries Totel States 


1937 1,041 L93 385 108 518 391 
1938 SA/, Lie 337 105 402 268 
1929 906 1,36 332 104 4,70 344 
1940 1,202 699 542 157 503 127, 
1941 2,732 1,098 914 18, 63/, 566 
1942 2,523 1,549 1,408 141 974, 911 

Debits for 

Imports 
1937 7716 225 148 $7 5AL 463 
1938 649 184 119 65 465 400 
1929 713 177 106 ay 536 472 
1910” 1,006 236 133 103 © vide) 702 
1941 1,264 279 137 142 985 910 
1942 1,406 226 116 110 1,180 1,116 

Net Credits: (+) 

or Debits _(<) 
1937 + 265 + 288 +) 237 +21 + 77 —eUe 
1922 > + 195 +. 259ofotS Se +40 LePBA » 132 
1939 + 57923 A 2EOt (ok) 226 +34 - 66 -128 
19/40 + 196 + 463 + 409 45), ~267 ~ie 
1941 + £68 $+ BUS wT ere +42 —35] —344 
1942 +1,117 $1,323 +1,292 +31 ~206 -205 


Other 
Countries 


+79 
+69 
+62 
+12) 
- 7 
-1 


CANADIAN BALANCE OF INTERNATIONAL PAYMENTS. 


Credits-— Ex-— Adal. 


Penditures cf Countries 


Foreign Teurists 


in Canade 
1937 166 
1938 149 
1939 149 
1940 104 
“1941 V1 
1942 $1 


_Debits—Expenditures 
of Cenedien Tourists. 
_Abreed 


mm 1937 87 

. 1938 86 
me 2 1939 81 
1940 43 
5 3941 fr 21 


Net Credits (+) 
or Net Debits (-) 


1937 e  - +79 
1938 +63 
4939 +68 _ 
‘1940 +61 
1941 +90 


1942 155 


Mey A 


TABLE XV 


1937 - 1942 
Empire 
United Other 
Totel Kingdom Countrise 
Le 11 x 
10 g z 
9 7 2 
6 5 ig 
B -. nl 
% Al (1) 
18 16 2 
7 DG Zz. 
bi kh 3 
e 2 1 
a 2 fe 
2 2 (1) 
-6 oe i 
27 otf i. 
ah eh 4 
+3 +3 Bs 


69 
69 
6 
40 
18 
2/, 


+85 
+70 
72 
+58 
«¢90 
T3> 


REVISED ESTIMATES OF TOURIST EXPENDITURES BETWEEN CANADA AND OTHER COUNTRIES 


Non-Empire 


United 
States 


+84, 
+6& 
+70 
+58 
+89 


sp 3) 


Other 


Countries 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


TABLE XVI 


PSTIMATED DISTRIBUTION OF INTEREST AND DIVIDEND PAYMENTS AND RECEIPTS 
___ BETWEEN CANADA AND OTHER COUNTRIES 


I I 


1937 -- 1942 
Empire _Non-Empire 
Credits—Receipts All United Other United Other 


of Interest & Div- Countries Ictal Kingdom Countries Totel States Countries: 
idends frem Invest- 
ments abroad: 


1.937 76 7 34 5 69 3i, 38 
1938 66 5 2 3 61 25 36 
1939 57 5 2 3 52 at 25 
1940 52 3 4 id 49 29 20 
1941 60 5, 4 =] 55 39 16 
1942 67. 7 5 ze 60 43 bay 

Debits—Peyments of ; 

Interest & Dividends 

to Non-Residents: 
1937 302 87 85 2 215 aL & 
1938 307 §3 81 2 PRIA 218 6 
1939 306 SOF 78 2 226 220 6 
1940 2a 76 Th 2 237 233 ‘h 
19A1 286 68 66 2 218 214 4 
1942 270 . 51 50 nf 219 215 4 

Net Credits (+) 

er Debits (-) 
1937 —22 -80 -83 +3 -146 -180 B 
1938 seh ~78 -79 de} 163 -193 aa 
1939 —~249 -75 TG sab -174 -193 +19 
1940 ~eol ~73 -72 —l -1&8 -204 +16 
1941 226 -63 -62 -l -163 -175 +12 


1942 —203 -44 -45 + ~199 -172 ri 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


of the Canadian balance of international payments. The statements present, ina 

statistical form, a summary of the commercial and financial transactions occurring 

between Canada and other countries. They furnish, therefore, an overall view of the 

extemal relations of the Canadian economy just as national income studies provide 
i an outline of its internal structure. In an economy such as Canada’s where external 
sources of income and demand furnish an important dynamic element to activity within 
the country, the balance of payments focuses attention upon the impact of external 
demand upon the Canadian economy, the expenditure of income outside of Canada, and 
the resulting financial and exchange aspects, During the war transactions on exter- 
nal account have constituted an even larger proportion of the national income than 
formerly. In 1944, gross credits on current account represented almost one-half of 
_ the national income compared with approximately one-third in the period before the 
war, 


| Canada's external economic relations are revealed in outline by statements 


GENERAL STRUCTURE OF THE BALANCE OF PAYMENTS 


: When statements for the pre-war years are contrasted with the wartime years, 
_ the changes in the size and structure of the balance of payments during the war are 
brought more clearly into relief. As the comparison shows, the wartime developments 
"have, in many respects, been an accentuation of a pattern which was typical of 
’ Canada's international accounts during the pre-war years. In each year there have 
" been credit balances in Canada’s current account with Empire Countries and debit 
balances on current account with the United States, and with the non-Empire area as 
"a whole; also, with the exception of 1937 when there was a small credit balance with 
> all non-Empire countries. But underlying the similarity in structure, however, have 
been the outstanding differences in the mechanism of making international settlements 
which have been at the core of the financial problems arising out of developments in 
» international payments during the war. 


Before the war, particularly in the trade between the British Commonwealth 
of Nations and the United States, free exchange markets were the characteristic chan- 
7 nel of international settlements between the principal trading nations of the world. 
Canada’ s international accounts provide an excellent example of how the system of 

“multilateral settlements operated. In the years before the war Canada's balance of 

' sterling income was freely convertible into United States dollars so that the Domin- 
' ion was able to settle the deficit arising out of comercial and financial relations 
with the United States. 


The sources of the sterling income were the substantial credit balances, _ 
shown in the statements of transactions with Empire countries, which mainly origi- | 
nated from Canadian exports to the United Kingdom. The factors contributing to the 
current deficits with the United States were the debit balances arising from mer— 
chandise trade, interest and divigends, freight and other services which were only 


a 
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partly offset by credits from gold production and tourist expenditures, In addition 
to the current deficits with the United States there were large debits on capital 
account. .In part offsetting these debit balances arising from current and capital 
transactions with the United States were in each of the pre-war years substantial 
credit balances from transactions with other foreign countries. 


The system of multilateral settlements which operated before the war pro- 
vided the mechanism by which the international balances described above were settled. 
Triangular settlements such as those arising from Canada's trade with the United 
Kingdom and the United States were a basic part of the frame work of world trade and 
had the effect of broadening the sphere of trading between nations by going far be- 
yond the limited scope of bilateral trade. 


WARTIME DEVELOPMENTS 


The war, however, has interrupted the operation of the system of multi- 
lateral settlements by creating conditions under which sterling was no longer freely 
convertible into United States dollars. In addition, the current accounts of the 
belligerent nations have become distorted by wartime demands which have produced 
greatly augmented current balances for which new methods of settlement have had to 
be devised. In the case of Canada, the new conditions produced problems with respect 
to the balances of payments with both the sterling area and the non-sterling area, 
and the situation made exchange control necessary. 


During the wartime period, the external demand for Canadian production has _ 
been a dominant influence upon the balance of payments. British and other allied 
requirements for munitions, food, raw materials and other goods and also for war’ 
services have been among the principal contributors to the great wartime develop- 
ment of productive capacity and of capital equipment in Canada. The rapid expansion 
of investment in new productive facilities created heavy demands for capital goods 
procurable only in the United States. The new kinds of industrial production also 
led to new demands for fuel, industrial materials and components which also had to 
be purchased in the United States. As a result of the new capacity and demands the 
level of industrial production on overseas account rose to unprecedented heights. 


In their external aspects, the financial problems accompanying this great 
achievement in production were twofold. There has been the problem associated with 
the British scarcity of Canadian dollars to pay for the munitions, food and other 
commodities which were so urgently needed for the prosecution of the war and there 
has been that arising from the Canadian shortage of United States dollars to pay 
for the capital equipment, materials and components required for the war production. | 
These two tendencies contributed to the development of a gre j 8 
balance in the current account with the sterling.area and an i Lt..bal- 
ance in the current account with the United States dollar. area. Accompanying this 
great increase in disequilibrium was the “interruption ‘in the system of multilateral 
settlements already referred to. As a result of these developments, it was neces- 
sary to devise methods of overcoming these financial obstacles in order that they 
should not interfere with the Dominion's contribution to the war. 


With the sterling area, the problem has been one of finding means of fi- 
nancing the growing British shortage of Canadian dollars resultinz from the ex- 
traordinary wartime needs of the United Kingdom for Canadian munitions, food and 
raw materials. These needs, of course, have increased to unprecedented pro- 
portions as the United Kingdom is a principal base of operations against the axis. 
In the earlier years of the war, this shortage was principally met by the Canadian 
government repatriating Canadian securities owned in the United Kingdom and by the 
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accumulation of sterling balances by the Foreign Exchange Control Board. Some set 
tlements have also been effected by purchases of gold from the United Kingdom whic 
has, in turn, been sold in the United States to settle’ Canadian deficits there. I 
1942, however, besides some additional repatriations, a,new method of meeting the 
growing needs of the United Kingdom for Canadian dollars was introduced when a con- 
tribution of one billion dollars was made to the government of the United Kingdom 
for expenditure on war supplies in Canada. In the same year the major part of the 
accumulation of sterling balances by Canada was converted into a loan of $700 mil- 
lion to the United Kingdom. In 1943, a further development in the methods of fi- 
-nancing the wartime needs of the Allied Nations was the appropriation by the Canadian 
Parliament of one billion dollars for Mutual Aid, for the production and transfer of 
Canadian war supplies to the United Nations. There were also special receipts of 
United States dollars from the United Kingdom in 1945. More details on the capital 
_ transactions with the sterling area will be found in Table 3 accompanying the come 
ments on the capital transactions in 1943. Increasing current payments by the 
Canadian government to meet the overseas expenditures of the Canadian forces also 
provided a very substantial source of Canadian dollars for the United Kingdom in . 
1943. A prominent part of these expenditures arose from the assumption by Canada 
of the costs of 35 additional overseas squadrons of the Royal Canadian Air Force. 
In short, the United Kingdom has been able to obtain such a large volume of com- 
modities from Canada for the prosecution of the war only because of special re- 
ceipts of Canadian dollars such as have been outlined above. The special sources 
of dollars which have made this possible are mostly outlays of the Dominion govern- 
ment arising from the wartime financial organization of the Dominion in which gov- 
ernment expenditures represent a large part of the national income. 


In the case of the balance of payments with non-lmpire countries, the 
central problem has also been one of scarcity ~ in this case a Canadian shortage 
of United States dollars. The customary deficits in Canada's current account with 
the United States have been greatly augmented by the war, principally because of 
the rapid rise in Canadian imports from the United States. At the same time, net 

credits from other foreign countries whose currencies are convertible into United 
_ States dollars have sharply contracted with the decline in exports to Continental 
- Europe and Asia. 


Since during the war period, the deficits incurred with the United States 
dollar area have had to be settled with United States dollars, it became necessary 
_ to conserve United States dollars for the more essential’ purposes of the war, and 
F to develop new sources of United States dollars, Exchange control with the control 
3 of capital movements provided the principal means of conserving United States 
dollars. Government measures have also limited expenditures on Canadian pleasure 

_ travel and non-essential commodities in non-Empire countries. As a result of the 
agreements entered into at Hyde Park im April '1941, new sources of United States 
dollars were produced with the sale of munitions om a large scale to the United 
States government and further development of the production of raw materials in 

4 Canada. Settlements made by the United Kingdom in United States dollars, and in 

- gold sold in the United States, have also been a factor in meeting deficits in the 
; United States. Another factor of increasing importance in alfMeviating Canada's 

_ shortage of United States dollars has been the growing volume of imports of Capital 
arising, mainly, from the purchase of outstanding Canadian bonds by United States 


investors. 
a} 
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DEVELOPMENTS IN 1943 


The balance of payments in 1943 reflects the external aspects of the later 
stages in the development of war production. War production continued to increase 


= 
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in 1943 with the result that there were even greater needs for financing the pro- 
duction of munitions and other commodities for overseas account. But although ex- 
ports on sterling area account were higher in 19445 the balance of credits on current 
account of $1,216 million was actually slightly lower than in 1942 as a result of 
the sharp increase in the overseas expenditures of the Canadian government on accou 
of the armed services. 


A large part of the food and munitions exported on British account in 1943 
were goods provided as Mutual Aid and consequently did not give rise to any British 
financial liability. Australia also started to receive some goods under Mutual Aid 
in 1943. Total expenditures by the Canadian Mutual Aid Board for Empire countries 
in 1943 amounted to $502 million. These goods, provided under Mutual Aid, have been 
included with other exports in the balance of payments statements and consequently 
are reflected in the current account balances shown. To offset their inclusion amon 
the credits, debits of similar size have been entered under the new "Mutual Aid™ it 
representing the expenditures by the Canadian Mutual Aid Board. This new form of ai 
to Britain and other Allied Nations is in physical terms while the Billion Dollar 
Contribution of 1942 was aid expressed in financial terms although in effect 4 con- 
tribution of goods and services. Under Mutual Aid, the actual war supplies and serv 
ices are provided for the Allied Nations requiring the aid directly by Canada. 


Capital debits arising from the repurchase by Canada of the British equity 
in the fixed capital of war plants, amounting to $205 million and the repayment of 
$190 million by Canada of British working capital advances made to Canadian muni- 
tions producers earlier in the war, provided a considerable amount of the additional 
funds required to finance the British current account deficiency in 1943. Special 
receipts of U. S. dollars from the United Kingdom provided a means of meeting anothe 
part of the balance, . 


Developments in the balance of payments with the United States dollar area 
in 194° were more diverse. The current account with this area was practically in 
equilibrium in contrast to the large debit balances in the earlier years of the war. 
Imports of materials and components necessary for the increased volume of production 
reached record levels, There were also large purchases of equipment in the United ~ 
States for the Canadian armed services. But sales to the United States of Canadian 
munitions and other commodities were also at higher levels. In part, these repre-' 
sented larger exports of munitions and materials arising from the Hyde Park arrange- 
ments, but growing United States demands for grain and other commodities resulting ; 
from shortages accompanying the great expansion in war production in the United 
States, are also reflected in these increased credits. 

There were other unusual receipts of United States dollars in 1943 as welda 
United States government expenditures on defence activities in Canada such as the , 
construction of the Alaska Highway, the Canol project, and the airfields in Northern 
Canada gave rise to large non-recurring receipts. Then, in addition to these unusua: 
current receipts, there were also extraordinary large imports of capital from the 
United States from heavy United States purchases of outstanding issues of Canadian 
bonds. Early in 1943, there was also the special receipt of United States dollars 
from the United Kirigdom in settlement of that part of the British deficit in Canada 
which was net met by other special means. 


It should be noted, however, that although the shortage of United States 
dollars was alleviated in 1943, Canada's current account with the United States 
dollar area was only brought relatively close to equilibrium, for the first time 
since 1937, and the current account with the United States alone still showed a 
debit balance of $19 million, since large parts of the receipts of United States 
dollars were either on capital account or derived from transactions with other 


countries. 


.. The current account with the United States in 1943 and earlier years should 
also be considered in relation to the termination of the financial aspects of the 
Hyde Park Agreements and the accompanying financial settlements in 1944. As an- 

- nounced by the Minister of Finance in the House of Commons on April 21, 19444 - 
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FLD. tage eDuring 1943, unanticipated developments, not related to the 
Hyde Park declaration, served to increase our supply of United States 
exchange beyond expectations, in spite of the steps taken to offset 
its expansion. The arrangement which was concluded with the United 

i Treasury last month covered, therefore, a series of measures, to be 

t taken by Canada, intended to reduce our balances to the agreed range. 
‘ In addition to immediate payment for certain past purchases of United 
; States equipment and supplies for whieh bills had not yet been pre- 
‘ sented, the Canadian government has undertaken to reimburse the 

4 United States for all the airfields constructed by the United States 
£ government in Canada and for the telephone line from Edmonton to the 
Lt Alaska boundary also built by the United States government...... a oie 
Further, a number of contracts placed by the United States army and 
navy in Canada will be cancelled. This procedure affects, of course, 
only a relatively small part of the United States contracts placed 
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: In so far as these payments were for liabilities incurred in 1943 or earlier 
or were reimbursements for United States expenditures in Canada in 19435 or earlier, 
they would, from some points of view, represent additions to the current account def- 

' icits incurred with the United States in the same years. But since the balance of 

payments statements reflect cash payments the special payments to the United States 

in 1944 will be included in the statement for 1944 rather than in the earlier years. 


_ CURRENT ACCOUNTS BETWEEN CANADA AND ALL COUNTRIES 
(See Table I) 


i In 19435 total credits on current account with all countries of $4,064 mil- 
dion exceeded total current.debits of $2,858 million by $1,206 million. This balance 
compares with credit balances on current account of $1,101 million in 1942, $491 mil- 
lion in 1941 and $126 million in 1939. The moderate increase in the credit balance 
in 1943 was due to a sharp increase in total debits as well as in credits whereas in 
the earlier years of the war credits were expanding much more rapidly than debits. 
The increase in current payments to the Sterling Area which exceeded the gain in 
eredits in the same account, was particularly notable. Credits, debits and balance 
are, of course, at record levels and reflect the great expansion in the Canadian 
2 economy with the export of war production to the many theatres of war throughout 

the world. 


It should be pointed out that the existence of these large credit balances 
- on current account has not turned Canada into a creditor country on international 
investment account. Canada has, in fact, had credit balances on current account 
each year since 1933. Large parts of the credit balances in recent years do not 
give rise to any increases in Canadian assets abroad or decreases in Canadian lia- 
bilities abroad as is evident from the description of the balance. of payments with 
the Sterling Area which appears later in this report. 


External investments in Canada still exceed Canadian investments abroad 
by a very large margin. Before the war, British and foreign investments in Canada 
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were estimated at 36,765 million as at the end of 1957 and Canadian investments 
abroad were placed at $1,758 million, making a net indebtedness of about 35 billion. 
While there has been a sharp drop in British investments in Canada arising mainly 
out of the official repatriations in the early years of the war, there have been 
some substantial increases in United States investments in Canada during the war. 
American holdings of Canadian bonds have expanded as a result of the record levels 
of sales of outstanding bonds to the United States in the last few years. The 
value of United States investments in Canada has also increased with reinvestments 
of earnings. Accompanying this increase in United States investments in Canada 
there has been a steady liquidation by Canadians of holdings of United States 
securities. 


As a result of these various changes, Canada's balance of long-term in- 
debtedness at the present time is still very substantial. Indicative of the 
debtor position is the net payment of interest and dividends to external investors 
of $202 million which were made in 1943. 


Table I ~ Current Account between Canada and All Countries 


(millions of dollars) 


Year Credits Debits Net credits 
1937 1,593 lags + 180 — 
1938 1,361 1,261 + 100 
1939 aor signe Fo + 126 
1940 1,766 1,627 + 149 
1941 2,458 1,967 + 497 
1942 op ig Hye +1101 
1943 4,064 2,858 +1206 
ME Es 


In order to reveal the financial and foreign exchange aspects of the inter- 
national accounts produced by these wartime changes, it is necessary to divide the 
balance of payments statements into two clearly defined divisions for the reasons 
which have already been discussed, —- the balance of payments between Canada and the 
Sterling Area, and the balance of payments between Canada and the rest ofthe world, 
with which Canada's dealings are on a United States dollar basis. Separate state- 
ments are therefore shown for transactions with Empire Countries and Non-Empire 
Countries. Insofar as was possible, the statement for Empire Countries represents 
the Sterling Area and the statement for Non-Empire Countries represents the United 
States dollar area during the war years. In the period before the introduction of 
exchange control by the nations of the British Commonwealth in September, 19.49, the 
division into the two areas has less significance from a currency point of view, 
being only a division between Empire and Non-Empire countries. 


CURRENT ACCOUNT WITH EMPIRE COUNTRIES 
(See Tables II to IV) 


The dominant characteristic of the balance of payments between Canada and 
the Sterling Area, a large excess of Canadian exports and other sources of balance 
of payments credits over imports and other debits, was again pronounced in 1943. 
But due to the sharp increase in the overseas expenditures of the Dominion govern- 
ment in connection with the Canadian forces overseas the net credits on current 
account in 1943 were $1,216 million compared with $1,269 million in 1942, $805 mil- 
lion in 1941, $419 million in 1940 and $176 million in 1939. 


oe ae 
Table 2 ~ Current Account between Canada and Empire Countries 


(millions of dollars) 


Year Credits Debits __Net Credits 
1937 365 406 +159 
1938 508 337 meee a 
1939 902 326 oe 
1940 822 403 + 419 
1941 . 1,321 516 + 805 
1942 1, 826 557 +1269 
1943 2,066 850 +1216 


Total credits in the account with Empire countries continued to expand in 
1943. The principal change occurred in merchandise exports which again increased 
considerably, but less rapidly than in 1942. While the gains were distributed 
among most commodities there was more concentration of the increases in munitions 
and food than in raw materials or other commodities. It should be noted, however, 
that these exports did not all give rise to British payments to Canada as the fig- 
ures include as well as cash purchases the substantial amounts of munitions and 
food and other commodities which were supplied as Mutual Aid to the United Kingdom 
and Australia in 1945. For purposes of accounting goods and services provided as 
Mutual Aid are included as credits in the current account of the balance of pay-= 
. ments and offset as debits in the special item representing expenditures by the 
Canadian Mutual Aid Board. Information on the detailed operations of the Board 
and its program and objectives will be found in the report of the Canadian Mutual 
Aid Board, May 20, 1945 to March 51, 1944. The total value of exports on Empire 
account, $1,763 million in 1943, compares with exports to Empire countries of 
$436 million in 1939. Exports on Canadian account such as equipment for the 
Canadian army in the United Kingdom are not included. Credits on account of freight — 
and shipping also increased in 1943, a general reflection of a larger movement of 
commodities which resulted in larger payments for inland freight on exports and 
heavier shipping expenditures in Canadian ports. Other expenditures on war services 
in Canada were slightly less than in 1942, Reduced cash contributions to air train- 
ing were partly offset by larger payments on account of internment operations and 
various other services. It should be noted that the United Kingdom has incurred 
liabilities in connection with air training which have not yet been settled, 


Total debits in the current account with Empire countries increased more 
sharply in 1943 than in any earlier year being $850 million compared with 557 mil- 
lion in 1942 and $326 million in 1939. The increase was almost entirely due to the 
. expansion in the expenditures overseas on account of the Canadian forces abroad 
which more than doubled in 1943, being $499 million compared with $191 million in 
1942. A large element in the increase arose from the assumption by Canada in 1943 
of the capital cost and maintenance of 35 additional overseas squadrons of the 
Royal Canadian Air Force, Other expenditures also were higher as the number of men 
overseas increased. Imports from Empire countries which had formerly been the 
principal source of debits declined to $200 million in 19435 and were evenly divided 
between the United Kingdom and other Empire countries. This total was still higher 
than in 1939, however, when imports from Empire countries were $177 million. The 
comparable figures in succeeding years were 256 million in 1940, $279 million in 
1941 and $226 million in 1942. These imports do not include goods which are not 
purchased by Canada; such as contributions in kind made by the Government of the 
United Kingdom to the Combined Air Training Organization and the equipment im- 
ported for the R. A. F. Special Schools in Canada. Payments to Empire countries on 


See 


account of freight and shipping were at about the same level in 1943 as in 1942 but 
higher than before the war, increased costs of ocean transportation being reflected. 
Interest and dividend payments of $52 million in 1943 were likewise about the same 

level as in 1942. This marks a sharp decline from the pre-war level, however, when 
interest and dividends paid on British investments in Canada ranged from $87 million 
in 19437 to $80 million in 1939. The decline is principally a reflection of the e- 
limination of interest payments on the Canadian bonds which have been repatriated 
since the start of the war as payments of dividends to shareholders in the Sterling © 
Area have not varied much during the period. 


The current account with the Sterling Area, shown in the various accom- 
panying tables, is divided into transactions between Canada and the United Kingdom 
and Canada and Other Empire Countries. Generally, exports which were originally 
made on British account and were later diverted to other countries have been in- 
cluded in the statement of transactions between Canada and the United Kingdom. The 
statements with Other Empire Countries therefore generally reflect transactions 
originally made on their own account except in 1940 when exports on British account 
shipped to Egypt and other Empire Countries were included in the statements with 
Other Empire Countries. Analysis of official expenditures on war production has 
enabled this division to be made more satisfactorily for the years from 1941 on. 


CAPITAL ACCOUNT TRANSACTIONS WITH EMPIRE COUNTRIES 


Capital receipts by Canada from Empire Countries in 1943 amounted to $20 
million. The principal part of this was made up of repayments by the Government of 
the United Kingdom on the $700 million loan. Private capital receipts were rela 
tively small and represented transactions such as distributions of estates and 
trusts. 


Gross capital debits amounted to #586 million in 19435, exclusive of Mutual 
Aid and the special purchase of United States dollars. Of this amount $71 million 
represents privately financed capital payments by Canada. Private retirements of 
securities, purchases of securities, repayments of mortgages and loans, settlements 
of estates and trusts and insurance company transactions make up most of this $71 
million, The remaining #515 million is composed of debits connected with official. 
transactions which are shown in detail in Table 3. 


Mutual Aid, of course, was the principal means of meeting the residual 
needs of Empire countries in 1945. As already explained, this aid took the form 
of shipments of food and munitions to the United Kingdom and Australia, the costs 
of which were met out of the Mutual Aid Appropriation. Expenditures by the Mutual 
Aid Board in 19435 for goods and services allocated to the United Kingdom and 
Australia were $502 million. But besides Mutual Aid there were the substantial 
capital debits on government account totalling $515 million which also contributed 
towards financing the residual needs of the United Kingdom. The largest part of 
this total originates in the payments to the United Kingdom government in con- 
nection with the repatriation of production assets. Payments for the British 
equity in the fixed capital of munitions plants constructed during the war amounted 
to 3205 million. In addition, there were cash repayments of $190 million of. working 
capital which the United Kingdom had formerly advanced to the Department of Muni- 
tiuns and Supply and contractors. The official repatriation of securities only 
resulted in a further transfer of $4 million in 1943 in contrast to $296 million in 
1942 and a total of $701 million to the end of 1943. Other special payments in 
1943 amounted to $116 million. This item is made up of a number of different 
official transactions which were mainly for the purpose of adjusting intergovern~ 
mental transactions and various currency settlements adjusting special transactions. 
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In addition, there were special receipts of United States dollars from the United 
Kingdom amounting to #145 million in terms of Canadian dollars. These receipts were 
a means of settling part of the British deficit in Canada comparable to the special 
gold transactions in the earlier years of the war. A summary of capital trans- 
actions between Canada and Empire Countries, between 1939 and 1943, appears in Table 


3. 


Table 3 — Capital Transactions between Canada and Empire Countries 


1939 1940 1941. 1942 1943 


eS EN I TL CE A A LCT 


(millions of Canadian dollars) 


Capital Credits 


Decrease in & balances = = - 818 = 
Other credits pid Tao © wow 66 20 
Total credits 97 116 181 884 20 


Capital Debits 


Private transactions 105 Lid. 73 59 71 
Official, transactions - 
Repatriation of securities mi) 137, 189 296 4 
Repatriation of production 
Assets - Fixed capital - - = - 205 
Working capital = = - = LOOP oy | 
Increase in £ balances - 82 728 = - 
Special loan to United Kingdom - ~ = 700 = 
Special payments - - - 74 116 
Total debits as above 180 330 990 1,129 586 
Special Gold and United States 
dollar Transactions 2 248 - 25 143 
Billion Dollar Contribution - = - 1,000 - 
Mutual Aid (1) - - - - 502(1) 


CURRENT TRANSACTIONS WITH NON-EMPIRE COUNTRIES 
(See Tables V - VII) 


It. should be noted that while the current account shown in the statements 
for Non-Empire countries reflects the balance of transactions with these countries 
it does not exactly reflect the current balance of United States dollar transactions. 
In 1945, besides including transactions in Canadian dollars with the United States 
dollar area it includes some special transactions. For example, credits are shown 
in the current account with other foreign countries to reflect Mutual Aid to Russia 
and the gift of wheat to Greece which are offset by special debit entries outside 
of the current account. Similarly, there are debit entries in the current account 
with other foreign countries representing mainly personal remittances which are not 
made in United States dollars or related currencies. These debits are offset by 


adjusting credits in the capital account with Non-Empire countries. 


(1) The amount. of expenditures from the Mutual Aid appropriation in 1943. 
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fable 4 —~ Current Account between Canada and Non-xmpire Countries 


(millions of Canadian dollars) 


, Net Bejances: | 


Credits Debits Total 
Year Total Total Non United Other 
Non-Empire Non-Empire Empire __States Foreign 
1937 1, 028 1,007 + 21 = ae +98 
1938 853 924 ey Pk ~149 +78 
1939 955 1,005 = 50 -116 +66 
1940 954 1,224 -270 ~292 +22 
1941 Ham 4 1,451 ~314 ~318 + 4 
1942 1,550 Lovie «168 ~180 +12 
1943 1,998 2,008 LO - 19 + 9 


A marked change occurred in the current account with thé United States 
dollar area in 1943. In contrast to the debit balances of $314 million in 1941 and 
$168 million in 1942, the account was virtually in equilibrium in 1943, net debits 
amounting to $10 million. ‘While gross debits continued to rise as has been the 
case in each wartime year, there were even sharper gains in gross receipts. As 
these gains were most pronounced in the last half of the year with the large sales 
of grain, the transition in the current account mainly took place in that period. 
In each year from 1937 to 19435 there have been deficits in the current account with 
the United States which have been partly offset by credit balances from transactions 
with other countries, These credit balances, arising mainly from trade with other 
foreign countries, have been greatly reduced by the elimination of exports to most 
areas of Continental Europe and Asia. The deficit with the United States in 1943 
of $19 million was relatively small in relation to the deficits in earlier years of 
the war. 


The rapid and continued rise in the value of imports during the war has 
been the primary factor in the expansion in payments to the United States dollar 
area, Imports from the United States have grown steadily from $472 million in 1939 
to $702 million in 1940, $910 million in 1941, $1,116 million in 1942 and $1,311 
million in’ 1943, Imports on British or other Allied account which are not paid for 
by Canada, are excluded from these figures. The demand for imports is, of course, 
closely related to the war production program. Imports of capital equipment have 
been an important element, especially in the earlier years of the war. But as 
munitions production has expanded imports of materials, fuel and components have 
grown rapidly and represent a major part of the increases in 1942 and 1943. An 
important part of these United States dollar requirements arises from the United 
States dollar content of production in Canada for the United Kingdom and other 
overseas countries. Direct government purchases in the United States of aircraft 
and other equipment for the armed forces have also been substantial and were par- 
ticularly large in 1943. While the high level of civilian incomes has led to heavy 
demands for commodities imported from the United States, the range of these has been 
limited by the War Exchange Conservation Act and the short supply of many civilian 
goods.. The value of imports from other foreign countries has not fluctuated widely 
between 1957 and 1943, The United States, however, has, in recent year, become the 
source of supply. of some commodities formerly imported from overseas. 


Although exports to the United States dollar area have increased each year 
during the war there has been less regularity in the increases than in the case of 
imports. The greatest expansion occurred in 1942 and 1945 when exports were $974 
million and $1,286 million, respectively, in contrast with $634 million in 1941, 
The gains in earlier years were more moderate, exports to non-Empire countries in 
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1939 being $470 million, and in 1940, $503 million. The increases in exports to the 
United States have been greater than to all non-Empire countries, however, as export 
credits from other foreign countries have declined each year. The great ieeaae in 
exports.in 1942 and 1943 is, of course, to a large extent a result of transactions 
under the agreements entered into between the Canadian Prime Minister and the Pres- 
ident of the United States at Hyde Park in April, 1941. Exports resulting from the 
agreements first became substantial in 1942 when deliveries of munitions, metals and 
War production rapidly expanded. The Hyde Park element in the total exports to the 
United States is covered by the cash received for deliveries of production rather 
than the value of exports since the goods themselves were not all shipped to desti- 
nations in the United States. Some repayments and capital advances in connection 
with production under the agreements, received in 1941 and 1942, have been entered 
as credits in the capital account to be offset as deliveries or repyaments take 
place. It is notable, however, that although Hyde Park receipts provided a very ' 
large new source of export credits in 1942 and 1944, these receipts represented only 
a minor part of the total receipts from exports to the United States in each year. 
Receipts from the sale of raw materials and other civilian commodities still con- 
stituted the major part of export receipts, being at record levels in both 1942 and 
1945. In the latter year, a large portion of the receipts originated in the extraor-~ 
dinarily large sales of Canadian wheat and feed grains to the United States which had 
attained an unprecedented volume by the end of the year. 


Net exports of non-monetary gold produced an equivalent of $142 million 
Canadian in 1943 compared with $184'million in 1942 and $204 million in 1941, This 
reflects the sharp decline in gold production resulting from manpower transfers and 
higher costs of production. 


Tourist and travel expenditures yielded net credits of $53 million in 1943 
compared with $55 million in 1942 and $90 million in 1941. While total receipts and 
payments both increased in 1943 the rise in payments was slightly larger, reducing 
the credit balance. The principal reason for the decline in net receipts in 1942 and 
1943 from the level of 1941. and earlier years was the sharp contraction in automobile 
_ travel. The decline in the expenditures by automobile travellers in 1943, however, 

_ was more than offset by increases in the expenditures of persons travelling by rail 
with the result that total American travel expenditures in Canada were $87 million in 
1943 compared with $79 million in 1942. Canadian travel expenditures in the United 
States increased from $24 million in 1942 to $34 million in 1943, - a probable re- 
flection of increased business and military travel. While the éxpenditures in Canada 
of travellers from all non-Empire countries were considerably higher in the three 
pre-war years than in any year since, being estimated at $154 million in 1937, 
Canadian travel expenditures in non-iimpire countries were also higher before che wa r, 
being estimated at $69 million in 1937. During the war, Canadian expenditures in- 

_ volving the use of United States dollars have been sharply reduced as a result of the 
official restrictions on pleasure travel introduced in July, 1940. These restrictions 
_ were lessened in May, 1944 as a result of the improved United States dollar situation. 


a 


i Net payments to the United States dollar area on account of interest and 

: dividends were $155 million in 1943 compared with $159 million in 1942 and $163 mil- 
lion in 1941. There were declines in both receipts and payments in 1943, The prin- 
_ cipal reason for the decline in receipts was the reduced income from direct invest-— 
"ments in the United States which had been unusually heavy in 1942, Total payments 
of interest and dividends on investments in Canada owned by residents of the United 
States dollar area were also lower in 1943, being $205 million compared with $215 
million in 1942, The decline in dividend payments was greater than this during 1943 
since interest payments continued to increase as a result of the heavy purchases of 
outstanding Canadian bonds by United States investors in recent years. The net 
debits of $155 million in 1943 compare with the pre-war figures of $146 million in 
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1937, $163 million in 1938 and §174 million in 1939. 


A further expansion occurred in the net debits on account of freight and 
shipping with the United States dollar area in 1943. Net debits were ~LO7 million 
in 1943 compared with $85 million in 1942, $65 million in 1941 and a pre-war level 
of $21 million in 1939. The volume of imports, which has risen each year of the war 
is one of the chief reasons for the steady expansion in debits. Growing imports of 
coal and metal products have been responsible for a large part of the inland freight. 
Besides the freight on imports for consumption there has been freight on goods im- 
ported in connection with United States activities in Northwestern Canada such as 
the Alaska Highway and Canol projects. Payments for ocean freight increased sharply 
in 1942 and 1943 with the rise in the costs of ocean transportation. The earnings 
of Ganadian railways from freight on exports have also grown rapidly in recent 
years, There have also been substantial receipts for freight on goods carried to 
Northwestern Canada for the United States army. The receipts which Canada has from 
in transit traffic have also grown. Although gross credits have increased sharply, 
however, the gains in debits have been greater with the consequent growth in the 
balance of debits on freight account. 


All other current transactions resulted in a credit balance of $149 million 
in 1943 compared with a credit balance of, $43 million in 1942 and substantial debit 
balances in preceding years. As it includes some non-recurring items the com- 
position of this item varies in the different years. Wartime factors were respon- 
sible for the credit balance in 1943. The expenditures by the United States gov- 7 
ernment on the construction of the Alaska Highway, airfields, the Carol project and: 
other undertakings in Canada were particularly heavy and were the reason for such 
unusually large receipts of United States dollars as activities on these projects ; 
were et their peak in 1943. It should be noted that part of the United States gov- 
ernment expenditures in Canada were paid back in 1944 when Canada reimbursed the 
United States for the airfields and telephone line in the financial settlements al- 
ready referred to. Newfoundland's balance of United States receipts which are in- 
cluded 1» the item were also unusually heavy in 1942 and 1945, mainly because of 
expenditures of the United States government on bases in Newfoundland. ‘A further 
description of the content of this item is given in the statistical notes. 


CAPITAL TRANSACTIONS WITH NON.-EMPIRE COUNTRIES 


Capital payments by Canada to non-Empire countries, are, of course, subject 
to restrictions imposed by foreign exchange control. While, in general, payments 
were allowed only in the case of maturing contractual commitments, certain other 
capital transfers were permitted, Most important among these in 1943 was the call- 
ing for redemption of two Dominion of Canada bond issues held in the United States. 
Among the other transfers permitted in 1943 were some non-resident withdrawals of 
Canadian funds acquired from the liquidation of certain direct investments in 
Canada, 


Gross capital debits in the account with Non-Empire countries in 1943 a- 
mounted tc $774 million, Redemptions of Canadian bonds held in the United States 
represents a large part,of this. There were also substantial debit entries reflect- 
ing the refinancing of Canadian bond issues in the United States. Repayments of 
mortgages. loans and advances and other contractual obligations constituted another 
part of the cash payments along with some liquidations of non-resident direct in- 
vestment in Canada. The repayments of some prepayments and capital advances arising 
out of the Hyde Park agreements are included. In 19435, there were also debits in 
connection.with changes in private balances and other short term assets as well as 
debit entries reflecting an increase in Canada's official reserves of gold and 


as) 


and United States dollars. As pointed out elsewhere, a concentration of unusual 
receipts of United States dollars in 1943 from various extraordinary sources, con- 
tributed to this increase and in 1944 a series of measures were undertaken by Canada 
in connection with the termination of the financial aspects of the Hyde Park decla- 
ration, which involved substantial payments out of accumulated balances. There is 
also a debit entry in the capital account offsetting the gift of wheat to Greece by 
the Canadian government. 


Capital credits with Non-Empire countries totalled $657 million in 1943. 
The proceeds from the purchase of securities by investors in the United States was 
the largest single source of capital credits. Transactions in outstanding Canadian 
‘ponds represented the largest part of this import of capital. These sales to the 
United States were much heavier even than in 1942, the previous record year. As in 
1942, the net sales were concentrated in Dominions, Dominion guarantees and Provin- 
_cials. The high prices for these securities prevailing in United States bond markets 
in 1942 and 1943 were a factor in this movement of securities from Canada. Sales of 


7 refunding issues of Canadian bonds in the United States in 1945 were substantial 


also, totalling more than in any year since 1939. A Dominion refinancing issue of 
_ $90 million was the most prominent of these issues but there were some new provin= 
_ cial and corporation issues as well. Sales of Canadian domestic. securities to non- 
_ residents for Canadian dollars were also substantial. The liquidation of Canadian 
holdings of United States securities was also heavier in 19438 than in immediately 

_ preceding years. Most of these took the form of sales of United States stocks. 


Capital credits also originated in various increases in other forms of 

; United States investments in Canada and decreases in other forms of Canadian assets 
in the United States and elsewhere. These credits were in connection with direct 
investments, insurance transactions, estates and trusts, real estate, short-term 

_ financing, repayments, etc. There were also credits to account for various ex- 
change adjustments arising, mainly, out of transactions with the Sterling Area. 


7 There were special receipts of United States dollars from the United King- 
' dom amounting to $143 million on balance in terms of Canadian dollars in 1943. 
These receipts were a means of settling part of the British deficiency of Canadian 
» dollars. 


~ Table 5 ~ Capital Transactions Between Canada and Non-Empire Countries 
; (millions of dollars) 


1957, 1938 1939. 1940°°1941 . 1942 19435 


New issues of Ganadian securities 86 38 135 3 (2) (2) 146 
Retirements of Canadian securities Jpolate, oni? 131 4} S12) on25 08 ).. 3908 
Net new issues (+) or 
. net retirements (<) ~54 5-41 +24 =41 -31 -25 -162 
Net Sales (+) or Net Purchases (-) 
of Outstanding Securities 
Canadian securities -18 +48 +69 +15 +46 +135 +256 
United States and foreign hiatus al. +18 +18 +28 + 24 + 44 
Other Capital Movements and 
- Adjusting Entries 
Credits avery 277(1) 2Blgt1l) 134 Sli 192 211 
Debits 487(1) 336(1) 383(1) 100 42 189 466 
Gross Credits 504 356 461 167 385 pL 657 
Gross Debits 652 415 914 141. 73 214 774 


_____ Gross Debits 0 
(1) Including offsetting security transactions amounting to 400 in 1937, 276 in 1938 
and 203 in 1939. In the period of exchange control such transactions are 
; omitted as purchases represent, in the main, switches of securities. 

(2) Excluding refunding issues. 
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STATISTICAL NOTES 
Merchandise Trade 


While export and import statistics are the principal source used for this 
item, they have been adjusted to bring them more into conformity with payments in 
the two currency areas into which the balance of payments statements are divided. 


Where data on international payments for war supplies through official 
channels were available these have been substituted for the value of goods exported. 
Thus, in the years 1941 to 1943, British payments through official channels for war | 
supplies and food, and payments by the United States government for war supplies and 
metals exported under the Hyde Park agreements have been entered as credits in the © 
merchandise account rather than the value of the goods exported. Similarly, in 1943 
the expenditures from the Mutual Aid Appropriation on account of the various coun- 
tries are reflected rather than the commodities exported. Since war supplies pur- 
chased by the British and United States governments have been shipped to various 
destinations this substitution of financial data on payments for the value of goods 

shipped has been a major adjustment necessary in the construction of balance of pay- 
ments statements with the two currency areas in 1941, 1942 and 1943. The figures in 
the merchandise item of the tables are accordingly indicative of international pay- 
ments rather than of shipments of goods to the various countries and areas. Exports 
are also adjusted on account of wheat and other grain movements for storage. Trade 
between Canada and Newfoundland has been excluded and shipments of merchandise on 
Canadian account such as equipment and supplies for the Canadian forces overseas, 

Red Cross supplies and private gifts have also been deducted from the exports as no 
foreign exchange accrues from these transactions. 


Imports of merchandise into Canada for the account of British or Allied 
Governments have also been deducted from the trade figures. These deductions cover 
such imports as goods which the British government has shipped to Canada as part of 
its contribution to the Combined Air Training Organization and equipment and sup- 
plies for the R. A. F. Special Schools in Canada before their absorption into the 
combined organization. Imports from the United States which have been deducted, 
are principally made up of aircraft, aircraft engines and parts and other military 
equipment, and materials for British or Allied organizations in Canada which are 
not paid for by Canada Imports are adjusted for warehousing and for over-valuation. 
In 1943 payments made on account by the Canadian government for military equipment 
and supplies purchased in the United States under the "Canpay" procedure are re- 
flected in the item of imports fron the United States rather than the goods imported 
during the period Under this procedure certain goods are purchased from the gov- 
ernment of the United States through the Office of Lend Lease Administration for 
reasons of procurement and priority. 


As a result of these adjustments, the merchandise item is more represen- 
tative of the international payments made between Canada and the various countries 
and areas shown during the periods covered. There is still, however, the possibil- 
ity of divergencies between the time of payment and the time of import or export in 
the large volume of trade which continues to flow through private channels although 
some adjustment for these in the case of intracompany transactions appears elsewhere 
in the balance of payments. 


Net Exports of Non-~Monetary Gold 
This item is the value of "Net Exports of Non-Monetary Gold" as computed by 
the Bank of Canada and explained on page 152 of the September, 1939, Bank of Canada 


beat se 


Statistical Summary. The figures correspond roughly to the value of current pro- 
duction in Canada. The total net exports have been shown in the current account 
with the United States although in the pre-war period there were some exports of 
gold to overseas countries arising out of temporary market conditions. 


Tourist Expenditures 


its 


Estimates of tourist expenditures have been greatly improved in recent 
years. Through the cooperation with the Dominion Bureau of Statistics of the Cus- 
toms Division of the Department of National Revenue and the Immigration Branch of 
the Department of Mines and Resources new methods of estimating tourist expendi- 
tures, first introduced in 1940, have resulted in a greater volume of data than was 
formerly available. In 1941, a more extensive organization of tourist statistics 
procedure was undertaken. Progress was made, cspecially in the estimation of the 
expenditures of automobile tourists. A more uniformly classified count of the 
automobile traffic was obtained as a basic record of traffic. In addition, larger 
and more representative samples of tourist expenditures were collected. In 19445, 
82% of all the United States motorists entcring Canada on a travellers’ vehicle 
permit reported their total expenditures in Canada. At the same time, a Sampic of 
approximately 52% was obtained from short-term local United States tourists cross- 
ing into Canada. Virtually all of the expenditures of Canadian motorists in the 
United States were also covered by a sample which exceeded 97% of the total traffic. 


The estimates of expenditures in the years, 1937, 1938 and 1959 have been 
revised in the light of information accumulated in recent years, whereas the esti- 
mates for 1940 - 1943 directly reflect the new procedure developed in 1941. In the 
revision of the pre-war years the new data on expenditures accumulated during the 
war have been related to the statistics on the volume of traffic before the war. 
Since this method has some arbitrary aspects the resulting estimates for the pre- 
_ war years have not as substantial a basis as the estimates for later years. It is 
_ believed, however, that they are fairly representative of the level of expenditures : 
in the pre-war years. The new estimates point to much lower levels of expenditures 
in the pre-war years, particularly in the case of expenditures of United States 
travellers in Canada, than the estimates originally published. 


- Interest and Dividends on Securities 


This item is limited to interest on bonds and debentures and dividends paid 
on stock. The earnings of externally owned concerns which are reinvested in Canada 
are not included, Some remittances of income on investments other than securities, 
for which data are available for the period from 1940 to 19435 for the first time, 
have been included in the item "All Other Current Transactions". Estimates of these 
miscellaneous income items have been included in the latter item for the pre-war 
years as well. 


Revenue accruing to residents of enemy occupied and proscribed territory 
from investments in Canada, is entered as a debit in the interest and dividend item, 
_ and offset by a credit entry in the capital account. 


_ Freight and Shipping 


This item includes estimates covering ocean shipping operations, freight 
paid to United States railways on imports, inland freight earned by Canadian trans- 
portation companies carrying exports to the United States border or Canadian ocean 
ports, revenue received by Canada from intransit traffic, and payments for marine 
and war-risk insurance on goods imported into Canada from overseas. ‘The accounts 
between the two currency areas have been adjusted to allow for the U. S. dollar 


Sher a 
cost of prepaid freight on exports to the Sterling Area. 


Ocean shipping transactions include: freight paid to British or foreign 
ships on imports, expenditures abroad on account of Canadian ships, payments by 
Canadian companies for the charter of British or foreign ships, earnings of Canadia 
ships on exports and on traffic between foreign ports, revenue of Canadian companie 
from the charter of ships and expenditures in Canada on account of British and for- | 
eign ships. y 


‘All Other Current Transactions 


This item includes government expenditures, a wide range of miscellaneous 
transactions mostly in the field of services, and some unusual transactions which 
have occurred since the war, and which are not readily classified in any other item. 
In comparisons of this item from one year to another, its varied composition should — 
be taken into consideration. The treatment of some types of transactions also \ 
varies during the period, the net balance being entered in some years and the gross é 
transactions in others. : 


Government expenditures are more important in the years 1941 - 1943 than 
in previous years and represent the bulk of the item in the account with Empire 
Gountries in these years. The expenditures of the Dominion government in connection 
with the maintenance of the Canadian armed forces overseas is the most important 
part of the government expenditures among the debits, and the expenditures of the i 
British government on air training and other wartime activities in Canada, and the 
expenditures of Australia and New Zealand on air training are the most important 
among the credit entries for government expenditures in the account with Empire ; 
Countries, Payments by the Canadian government for imports of goods and by the 
British or Allied governments for goods exported, are, of course, not included in 
this item as they are part of the item "Merchandise Trade", Nor does this item 
includ« government transactions belonging to the capital account such as official 
repatriations, changes in official balances and capital expenditures by the United 
Kingdom Government. 


Also included are variable transactions such as Newfoundland's balance of 
United States dollar receipts which, from 1941 to 1943, were heavier than usual 
owing to the expenditures of the United States Government on bases in Newfoundland. 
The expenditures of the United States Government on the Alaska Highway and other 
developments in Canada are also an important source of credits included in 1942 and 
1943, In the latter year these expenditures were so heavy that they became a 
dominant element in the credit item. 


Among the miscellaneous transactions which have been consolidated into this 
item are personal and immigrant remittances, religious and benevolent remittances, 
war funds and other private remittances to the armed forces overseas, motion picture 
and other royalties, earnings of Canadian residents employed in the United States and 
United States residents employed in Canada, commercial and financial services, tele- 
graph and cable, professional, technical and management services, operating expenses 
of offices and agencies, and other sundry services. While these personal remittances 
and service transactions constituted the bulk of the item before the war they now 
represent 2 minor part due to the great expansion in government expenditures on serv- 
ices tientioned above.. 

The item also includes miscellaneous remittances of income for which data 
first became available from sources developed in 1940. These remittances cover 
interest on mortgages and loans, rents, crop share rentals, profits from specula- 
tion and certain types of business, income received by Canadians from foreign 
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estates and trusts, etc.. Estimates of this miscellaneous income have been included 
for the pre-war years as well. 


Balancing Item 


This is a balancing item between the current and capital accounts, and is a 
reflection of errors or omissions in the statements since in a perfect balance of 
payments statement, the net balances in the current account and the capital account 
would exactly offset one another. In the years 1940 to 1943 this relationship 
exists in the accounts with the Empire and the Non-Empire as well as in the state- 
ment with all countries due to exchange control and the consequent existence of two 
distinct accounts. In the years 1937 to 1939 this relationship only applies to the 
statement for all countries since in the period before exchange control, balances in 
the account with sterling area countries were freely convertible into United States 
dollars, 


: While the causes of the residual cannot be identified with certainty there 
_ have been situations apparent from time to time which appear to have contributed to 
the residual. Factors connected with the relationships between the movement of 
goods and payments are particularly elusive. In 1937, however, it is likely that 
the heavy exports in that year, particularly of newsprint, which were not all paid 
- for in 1937, contributed to the residual which indicated a surplus of credits. In 
_ 1938 and 1939 it is possible that the shortage of credits suggested by the residual 
- is.partly the result of imports of refugee capital from Europe not being completely 
_ reflected in the statement. It is not improbable that the large residual with the 
Sterling Area in 1940 is a reflection of some working capital advances by the 
British Government to contractors in Canada in the early stages of the war pro= 
- duction program which were not all covered in the statement. 
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CANADIAN BALANCH OF INTHnN TONAL PAyMEN SS 


TABLE I 


TRANS. CAGTIONS BH TWistiy CANADA AND ALL COUNTRIES. 
(Millions of Canadian dollars) 


1937 
A. CREDITS — WITH ALL COUNTRIES 
Merchandise exports-after adjustment 1,041 


Net exports of non-monetary gold 145 
Tourist and travel expenditures 166 
Interest and dividends 76 
Freight and shipping ce Ws) 
All other current credits 20 
Total Current Credits Teo 


Special Gold Transactions ') - 
Capital Credits 622 
B. DSBITS — WITH aLL COUNTRIuS 

Merchandise imports—cfter adjustment X 776 


Tourist and travel expenditures 87 
Interest and dividends 502 
Freight and shipping 157 
All other current debits ile 
Total Current Debits 1,413 


Special Gold Transactions|2) ~ 
Capital Debits me 794 
Billion Dollar Contribution = 
Mutual Aid - 
U. NET BALANCES - WITH ALL COUNTRIzS 

Merchandise trade-after adjustment ey 265 


Net exports of non-monetary gold (+ 145 
Tourist and travel expenditures Be aia ic 
Interest and dividends / A 226 
Freight and shipping =.) a 
All other current transactions =~ O§ 
Total Current Account + 180 


Special Gold Transactions|(2) oy = 
Capital Accounts jw pew "Mm 172 
Billion Dollar Contribution 

Mutual Aid - 
Badancing Item (1) - 8 


- 180 


1938 


B44 
161 
149 
66 
95 
46 


1,361 


a Miles 


~ 100 


Tog 


906 
184 
143 
o7 
102 
59 


1,457 


+1+ + 
kt 
co 
Pp 


#0 


1957 - 1943. 


1940 


1,202 
203 
104 

52 
138 
27 


1°76 


248 
285 


1,006 
43 
313 
132 
133 


~ 149 


1941 1942 
1 (50. a, 019 
204 184 
nee 81 
60 67 
185 221 
166 308 
2,458 3,376 
~ 23 
566 1,235 
1,264 1,406 
2 26 
286 270 
167 228 
229 345 
1,967 2,275 
23 
1,063 1,343 
nA: oe 
+ 468 +1,109 

+ 204 + 184 + 
en or 55 

Ree ieee 
ite a 7 
ae te. 559 

+ 491 +1,101 4 
- 497 ~ 108 
“= =1,000 
+ 6 + 4 
~ 491 -1,10f 


- 5119 


- 12 


(1) This balancing item reflects possible errors and-the omission of certain factors. 


woich cannot be measured statistically. 


>) 


in vart settlement of her deficiency with Canada, 
of Canada's @2ficiency with the United States, 


(2). This represents gold or United States dollars received from the United Kingdom 
and used in turn to settle part 


aera 
-1,206 | 
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1937 
_ A. CREDITS -- WITH EMPIRE. COUNTRIES 

5 Merchandise exports-after adjustment 493 
_ Tourist and travel expenditures a2 


_ Interest and dividends 7 


_ Freight and shipping 45 
_ War Services - 
¢ All other current credits 8 
_ Total Current Credits 365 
Capital Credits 118 
B, DEBITS ~ WITH EMPIRE COUNTRIES 
_ Merchandise imports-after adjustment 2355 
_ Tourist and travel expenditures 18 
_ Interest and dividends 87 
_ Freight and shipping : 47 
_ Canadian Overseas expenditure “ 
_ Al other current debits 19 
‘Total Current Debits 406 
_ Special Gold fransactions(2) = 
_ Capital Debits 142 
_ Billion Dollar Contribution ~ = 
- Mutual Aid 2 
 G, NET BALANCES — WITH EMPIRE COUNTRIES 
_ Merchandise trade-after adjustment + 258 
_ Tourist and travel expenditures eG 
Interest and. dividends = 80 
_ Freight and shipping - 2 
_ All other current transactions =~, iL 
‘Total Current Account + Lod 
Special Gold Transactions (2) “ 
- Capital Account me ee 


- Billion Dollar Contribution - 
_ Mutual Aid . 
- Balancing Item\1) 


i 


(1) This balancing item reflects possible errors 
which cannot be measured statistically. 
Empire Countries and with Non-Empire Countries it reflects mutilateral settle- 
ments in the period before exchange control. : 
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TABLE IT 


TRANSACTIONS BETWEEN CANADA AND EMPIRE COUNTRIES. 
(Millions of Canadian Dollars 


(1) 


In the sta 


(2) This represents gold and United States dollars rec 
in part settlement of her deficiency with Canada, 
part of Canada's deficiency with the United States. 


1939 


1940 


+ 43 
- 419 


CANADIAN BALANCE OF INTERNATIONAL PAYMENTS, 1957 - 1943 


194] © 


1, 098 
3 

5 
119 
74 


2a 


1/521 


68 
36 
97 
33 


516 


990 


= 805 


1942 1943 
1,541 1,763 
2 1 

7 ) 

Le? 148 
130 128 
pike) 21 
1,826 2,066 
884 20 
226 200 

a 2 

ol 52 

49 47 

19% 499 

38 50 

557 850 
23 143 
L129 586 
1,000 = 
= 5028'" 
+1,315. +1,563 
- <= 1 

~- 44 — . 47 
+ 78 + 101 
- 80 - 400 
+1,269 +1,216 
- 25 — 143 
= 245 - 566 
-1, 000 = 
= = 902 

= 1 - 5 
-1,269 -1,216 


and the omission of certain factors 
tementgof transactions with 


eived from the United Kingdom 
and used in turn to settle 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS, 1937 - 1943. 
eee ei, ot = 1940. 


TABLE III 


CURRENT TRANSACTIONS BETWEEN CANADA AND THE UNITED KINGDOM 


(Millions of Canadian Dollars) 


1937 


A. CURRENT CREDITS ~ WITH THE UNITED KINGDOM 


————— ST 0 


Merchandise exports-after adjustment 385 
Tourist and travel expenditures il 
Interest and dividends 2 
Freight and shipping 38 
All other current credits 8 
Total Current Credits 444 


B, CURRENT DEBITS — WITH THE UNITED KINGDOM 


ME ————— ee eS 0 SEeenee  eeeens 


Merchandise imports-after ad justment 148 
Tourist and travel expenditures 16 
Interest and dividends 85 
Freight and shipping 43 
All other current debits 17 
Total Current Debits 509 


1938 


C. NET CURRENT BALANCES = WITH THE UNITED KINGDOM 


Merchandise trade-after adjustment + 237 
Tourist and travel expenditures - 3) 
Interest and dividends - 85° 
Freight and shipping ~ 5 
All other current transactions - 9 


a a ne 


Total Current Account + 135 


218 


1939 


1940 


1941 1942 
914 1,424 
2 2 

4 5 
110. eee 
63 112 


1943, 


1,636 
1 

4. 

128 

120) 


1,093 1,657 1,889 


+ 


bi Ys 116 
2 2 
66 50 
28 41 
126 225 
359 434 
777 +1,308 
62 — 45 
82 + (te) 
63 = 113 
734 +1,223 


100 
2 5 
51 
“al 
547 


+1,536 
= i 4 
7 


4 
\ 
\ 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS, 1957 - 1945. 
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TABLE IV 


CURRENT TRANSACTIONS BETWEEN CANADA AND OTHER EMPIRE COUNTRIES 
(Millions of Canadian Dollars } 


1997 1958 1959 “E9ae*+ T3941’ 1342 


A. CURRENT CREDITS - WITH OTHER EMPIRE COUNTRIES 


wg oo 


x oR 


Merchandise exports-after adjustment 108 105 104 157, 184 Lt 
Tourist and travel expenditures a 2 2 1 ik (13 
Interest and dividends | 3 Ko) 1 1 2 
' Freight and shipping . 9 SS) 16 9 13 
* All other current credits (1) (1) (1) 11 33 37 
_ Total Current Credits hee Lo 118 186 228 169 
SB. CURRENT DEBITS - WITH OTHER EMPIRE COUNTRIES 
“Merchandise imports-after adjustment 87 65 71 103 1427 +59hi6 
Tourist and travel expenditures ie 2 2 1 a (1) 
Interest and dividends 2 2 2 vd 2 1 
_ Freight and shipping A 4 Me) 4 8 8 
All other current debits 2 2 1 (1) 4 4 
Total Current Debits 97 75 79, 1 Reteosten sae es 
GC. NET CURRENT BALANCES - WITH OTHER EMPIRE COUNTRIES 
Merchandise trade-after adjustment + 21 + 40 + 35 + S54 + 42 8 
Tourist and travel expenditures - 1 - - ~ - “fit 
Interest and dividends + 3° + » eC ‘ We iL DLC i 
Freight and shipping + 5 + eee Sr ar, l + 5 
All other current transactions - m7 Se oS ol SLT + Ae See 
Total Current Account + ee. “Heke +, 394 4 752 4. 7B 86 


bt eeiad . 


(1) Less than $500,000 


1943 


110 


CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


TRANSACTIONS BETWEEN 
(Millions 


tore a: 
1937..<-.1943, 
TABLE V. 


CANADA AND NON-~EMPIRE COUNTRIES 
of Canadian Dollars) 


A. CREDITS — WITH NON-EMPIRE COUNTRIES 


Merchandise exports-after adjustment 
Net exports of non-monetary gold 
Tourist and travel expenditures 
Interest and dividends 

Freight and shipping 

All other current credits 


Total Current Credits 


Special Gold Pransactions®) 

Capital Credits 

B. DEBITS ~ WITH NON-EMPIRE COUNTRIES 
Merchandise imports-~after adjustment 
Tourist and travel expenditures 
Interest and dividends 

Freight and shipping 

All other current debits 


Total Current Debits 
Capital Debits 
Mutual Aid 

CG. NET BALANCES ~ 
Merchandise trade-after adjustment 
Net exports of non-monetary gold 
Tourist. and travel expenditures 
Interest and dividends 

Freight and shipping 

All other current transactions 


Total Current Account 


Special. Gold Transactions(2) 
Capital Account 

Mutual “Aid 

Balancing Item(1) 


(1) This balancing item reflects poss 
which cannot be measured statisti 


WITH NON-EMPIRE COUNTRIES 


1937 1938 1939 1940 1941 1942 
048 402 470 505 654 974 
145 161 184 203 204 184 
154 139 140 98 108 79 

69 61 oe 49 pie 60 

67 oe a9 62 66 94 

45 58 50 39 70 159 
1,028 853 955 O53 1 oy Doe) 
is 1G a 248 a 23 

504 556 461 167 385 one 
541 465 536 770 985 1,180 
69 69 68 4.0 18 24 
BLD 224 226 ou 218 21g 
90 Yl 80 96 SHE 179 

92 95 95 81 99 116 
1,007 924-1 [0050 Ly224 1,451 1,718 
632 415 514 141 73 214 

+ 0 wee GS ae 66 om BER ANSP SSSoge 
+ 145 + 161 + 184 +°2035~- +°2904~4 184 
+~ @d-——+ 70 + 72 + 58 + 9O + 55 
L4G erm boS ww 174 = 185 welO eee 

— ago eS BL we) 34 ms Be “oo ag 
et) a ae ini Lek = brn a Beer ee 
ty Db ee 3 00 fe BAG cue BAL cee bE 
g —" 2 + 248 - 23 

+ 148 -# 59 = 53 + e8¢ohm lo bee Taz 
(1) (ee) (hkto AY ¢uewue tess 

+ 270 + 514 + 168 


ible errors and the omission of certain fac 


cally. 


+ 


tors 


In the statements of transactions with 


Empire Countries and with Non-Empire Countries it reflects multilateral settle- 
ments in the period before exchange control. 


in part settlement of her deficiency with Canada, and used in turn to settle 
part of Canada's deficiency with the United States. 


This represents gold and United States dollars received from the United Kingdom 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS, 1937 ~ 1943. 


TABLE VI 


CURRENT TRANSACTIONS BETWEEN CANADA AND TH UNITED STATES 
(Millions of Ganadian Dollars) 

8. 

1937 1938 1939 1940 1941 1942 1943 

A. CREDITS + WITH THE UNITED STATES 

" Merchandise exports-after adjustment 391 268 544 424 966 9Qll 1,224 


Net exports of non-monetary gold 145 Teyk 184 203 204 184 142 
Tourist and travel expenditures 149. ° 154 157 98 107 79 87 
_ Interest and dividends Sl So 27 29 39 43 34 
_ Freight and shipping 45 59 46 49 64 92 137 
eo) other current credits 42 36 42 $1 65 152 274 
‘ Total Current Credits 803 663 780 834 1,045 1,461 1,898 


CB. DEBITS - WITH THE UNITED STATES. 
- Merchandise imports-after adjustment 463 400 472 702 910 “Ly 1desTagSl1 


Tourist and travel expenditures 65 66 67 40 18 24 34 
Interest and dividends 211 218 220 233 214 215 205. 
Freight and shipping 68 55 61 78 131 179 247 
al other current debits 73 73 76 73 90 107 120 
es: a, 


Total Current Debits 880 812 g96 1,126 1,363 1,641 Loe 


" c, NET BALANCES - WITH THE UNITED STATES 
a 


_ Merchandise trade-after adjustment — 92 ww 132 me LBB Ae B78 (sy S44 bore 205 ene 87 
Net exports of non-monetary gold + 166 + 161 + 184 + 203ni+y204ent 184rqtn24e 
_ Tourist and travel expenditures + 84° + 68 + 70 + SBateytB?. bts BBgraz5I9 
Interest and dividends ~ 180 = 193 —29B+nee 204; snd ¥Sunedilho £471 
_ Freight and shipping = Bh we 16 cael; SBD. --- Be De 10 
_ All other current transactions Pies ees? a SS ae = G+ A Se 


ee re er nen 


| Total Current Account = 97 ~wdd2ooat Labus—neg2 (4)318 - 180 = LY 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS, 1937 —~ 1943, 


TABLE VII 


CURRENT TRANSACTIONS BETWEEN CANADA AND OTHER FOREIGN COUNTRIES 


(Millions of Canadian Dollars) 
1937 1938 1939 1940 


A. CREDITS ~ WITH OTHER FOREIGN COUNTRIES 


Merchandise exports-after adjustment thet 134 126 79 
Tourist and travel expenditures 5 5 S (1) 
Interest and dividends 58 36 25 20 
Freight and shipping A 13 13 a5 
All other current credits 3 a 8 8 
Total Current Credits ooo 190 175 120 


B. DEBITS - WITH OTHER FORKIGN COUNTRIES 


Merchandise imports-after ad justment 78 65 64 68 
Tourist and travel expenditures 4 3 1 (1) 
Interest and dividends 4 6 6 4 
Freight and shipping £2 16 19 18 
All other current debits 19 22 19 8 
Total Current Debits 127 le 109 98 


C. NET BALANCES = WITH OTHER FOREIGN COUNTRIES 


Merchandise trade~after adjustment + 79 <4) GO: Oe ik ee 
Tourist and travel expenditures + l + oie 2 ~ 
Interest and dividends +, 6 + BO #40R90TSEI99¢ 
Freight and shipping = = °3 «= 6 A SIogs 
All other current transactions So SCA a2Q, S ~~} - 
Total Current Account a eee en ee 

{1} Less than $500, 000 

(2) Included in amount shown for United States 


1941 


1942 «1943 
63 63 
(n)econqa 
17 20 

2 3 
7 14 
89 100 
64 68 
(1) (1) 
4 4 
(2) (2) 
9 19 
27 91 
= 
13°? +7 OME 
2 + Po) 
piottig 


‘te £ - 20 = 
RSTIMATED CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


f TABLE VIII 
; Revised Statement, 1937 
(Millions of Canadian $) 
A. Canada_and_all Countries Credits Debits Net 
Current Account i 
Bor. Merchandise trade-after adjustment 1,041 776 + 265 
i Net exports of non-monetary gold 145 « + 145 
:. Tourist and travel expenditures 166 87 + 79 
Bi. Interest and dividends 76 302 - 226 
a Freight and shipping 112 137 = °es 
- All other current transactions 53 111 - 58 
i Totals - Current Account 1,593 1,413 + 180 
*. Capital Movements 622 794 > ave 
+ Balancing Item (1) ts 8 pact 
: 2,245 2, eke 
B. Canada and Empire Countries 
Current Account 
Be! Merchandise trade~after adjustment ~ 493 2395 + 258 
*\ Tourist and travel expenditures 12 18 = 
‘% Interest and dividends 7 87 - 80 
Freight and shipping 45 47 = 2 
All other current transactions 8 19 =~ Lh 
Totals - Current Account =- United Kingdom 444 509 + 135 
Other Empire Countries lel id + 24 
All Empire Countries 565 406 + 159 
Capital movements 118 142 - 24 
Balancing Item (1) (1) (1) 
a. Canada _and Non-Empire Countries : 
' Current Account 
Merchandise trade-after adjustment 948 341 + 7 
Net exports of non-monetary gold 145 = + 145 
Tourist and travel expenditures 154 69 + 8&3 
Interest and dividends 69 219 - 146 
Freight and shipping 67 90 ~ ee 
All other current transactions 45 9¢ - 47 
Totals - Current Account = United States 803 880 wm IRE 
Other Foreign Countries 220 127 + 98 
All Non-Empire Countries 1,028 1,007 + Be 
Capital Movements : 904 652 ~ 148 
Balancing Item (1) (2) (1) 


(1) This balancing item reflects possible errors and the omission of certain factors 
which cannot be measured statistically. In the statements of transactions with 

Empire countries and with Non-Empire countries it reflects multilateral settle- 

ments in the period before exchange control. 


= 26 = 
ESTIMATED CANADIAN BALANCE OF INTIRRNATIONAL PAYMENTS 


TABLE IX 
Revised Statement, 1938 
-(Millions of Canadian }) 

A. Canada and All Countries Credits . Debits Net 

Current Account 
Merchandise trade-after adjustment 844 649 + 193) 
Net exports of non-monetary gold 161 - + 163 
Tourist and travel expenditures 149 86 + 6ae 
Interest and dividends 66 307 - 241° 
Freight and shipping 95 LOS - 10. 
All other current transactions 46 114 - 68: 
Totals - Current Account Bits | oi bags] oi f + 100. 
Capital Movements 458 570 - 112 
Balancing Item (1) 12 4 + a 
1,831 1,831 | 
B. Canada and Empire Countries 4 
Current Account * 
Merchandise trade-after adjustment 442 184 + 258° 
Tourist and travel expenditures 10 1? ~ os 
Interest and dividends 3 83 ~ 78 
Freight and shipping 43 34 + oe 
All other current transactions 8 19 - l& 
Totals = Current Account ~ United Kingdom 589 262 + 127. 
Other Empire Countries EEO 4) +. 44 
All Empire Countries " 508 337 + 171 
Capital Movements 102 155 - 5am 
Balancing Item(1) : (1) (1) ; 


CG. Canada and Non-Empire Countries 


Current Account 
Merchandise trade-after adjustment 402 465 


- 60m 
Net exports of non-monetary gold 161 ~ + 161) 
Tourist and travel expenditures 139 69 + 70m 
Interest and dividends 61 224 ~- 163 
Freight and shipping 52 41 - 199 
All other current transactions es 95 - 578 
Totals - Current Account - United States 663 812 - 149 

Other Foreign Countries 190 112 + Te 

All Non-Empire Countries 853 924 - 71 

Capital Movements 356 415 «~ 59 

Balancing Item(1) (1) (1) 


(1) This balancing item reflects possible errors and the omission of certain factors 
which cannot be measured statistically. In the statements of transactions with 
Empire countries and with Non-Empire countries it reflects multilateral settle- 
ments in the period before exchange control. 


Se 
ESTIMATED CANADIAN BALANCE OF INTM@RNaTIONAL PAYMENTS 
TABLE X 


Revised Statement, 1939 
(Millions of Canadian $) 


A. Canada and All Countries Credits Debits Net 
_ Current Account 

a Merchandise trade=after adjustment 906 YA + 193 
36 Net exports of non-monetary gold 184 as + 184 
_ Tourist and travel expenditures 149 81 + 68 
et Interest and dividends 57 306 mm ye 
E Freight and shipping 102 119 - 1% 
3 All other current transactions 59 Lig - 33 
Ss Totals - Current Account 1,457 1, 332 + 126 
4 Special Gold Transactions (2) 2 2 me 
_ Capital Movements 558 694 - 136 
_ Balancing Item (1) 10 : + 10 
? : 2,027 2,027 


B. Canada and Empire Countries 
ul 
Current Account 


Ths 


x Merchandise trade-after adjustment 436 177 + 259 
a Tourist and travel expenditures 9 13 me 
| Interest and dividends 5 80 Pais, 
ie Freight and shipping 43 39 + 4 
2 All other current transactions 9 17 27S 
{ Totals - Current Account - United hingdom 384 247 + 157 
= Other Empire Countries _ is ae + 39 
* All Empire Countries 502 326 + 176 
Special Gold Transactions = 2 - 2 
Capital Movements 9%, 180 - 83 
Balancing Item (1) (1) (1) 


C. Canada and Non-Empire Countries 


an 


Current Account 


Merchandise trade~after adjustment 470 556 - 66 

Net exports of non-monetary gold 184 - + 184 

= Tourist and travel expenditures 140 68 + 

Interest and dividends 52 226 =u l74 

Freight and shipping 59 80 i ae 

All other current transactions 50 95 - 45 

a Totals = Current Account = United States 780 896 - 116 

f Other Foreign Countries L775 109 + 66 

All Non-Empire Countries 9955 1,005 - 50 

‘Special Gold Transactions (2) 2 = hail 

_~ Capital Movements 461 014 - 59 
Balancing Item (1) (1) (1) 


(1) This balancing item reflects possible errors and the omission of certain factors 
which cannot be measured statistically. In the statements of transactions with 
Empire countries and with Non-Empire countries it reflects multilateral settle- 
ments in the period before exchange control. 

(2) This represents gold received from the United Kingdom in part settlement of her 
deficiency with Canada, and used in turn to settle part of Canada’s deficiency 
with the United States. 


BSS 


ESTIMATED CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
EE EN EN NAL ON AL PN Di 
TABLE. XI 
kevised Statement, 1940 

(Millions of Canadian }) 


A. Canada and All Countries Credits Debits 
Current Account 
Merchandise trade-after adjustment Lous 1, 006 
Net exports of non-monetary gold 203 = 
Tourist and travel expenditures 104 435 
Interest and dividends 52 313 
Freight and shipping 138 132 
All other current transactions ‘AL 133 
Totals - Current Account sy &LO 1,627 
Special Gold Transactions (2) 248 248 
Capital Movements 283 471 
Balancing Item (1) 39 = 
2,346 2,546 
B. Canada and Empire Countries 
Current Account 

Merchandise trade-after ad justment 699 256 
Tourist and travel expenditures 6 3 
Interest and dividends 3 76 
Freight and shipping 76 36 
All other current transactions 38 oe 
Totals - Current Account - United Kingdom 636 293 

Other Empire Countries 186 110 

All Empire Countries 822 403 

Special Gold Transactions (2) 248 
Capital Movements 116 330 
Balancing Item (1) 43 iS 


C. Canada and Non-Empire Countries 


Current Account 


Merchandise trade-after adjustment 503 770 
Net exports of non-monetary gold 203 = 
Tourist and travel expenditures 98 40 
Interest and dividends 49 257 
Freight and shipping 62 96 
All other current transactions 39 81 
Totals - Current Account - United States 834 1,126 

Other Foreign Countries 120 98 

All Non-Empire Countries 954 1,224 

Special Gold Transactions (2) 248 ~ 
Capital Movements 167 141 
Balancing Item (1) = 4 
1,369 1,369 


(1) This balancing item reflects possible errors and the omission of Sextain factors 
which cannot be measured statistically. 


.2; This represents gold received from the United Kingdom in part settlement of her 


deficiency with Canada, and used in turn to scttle part of Canada's deficiency 
with the United States, : 
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ESTIMATED CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
TABLE XII 


Revised Statement, 1941 
(Millions of Canadian $) 


- ovthty.!  aeak “ek ep Oye wera wien 


A. Canada and All Countries UTA TS Debits. Net 
Current Account 
Merchandise trade-after adjustment 1,732 1,264 + 468 
Net exports of non-monetary gold 204 = + 204 
Tourist and travel expenditures dbed aL + 90 
Interest and dividends 60 286 ~ 226 
Freight and shipping 185 167 + 18 
All other current transactions 166 229 - 63 
Totals - Current Account 2,458 hs Mi + 491 
- Capital Movements 566 1,063 - 497 
Balancing Item (1) 6 i. rece 
3,030 3, 030 
B. Canada and Empire Countries 
Current Account 
Merchandise trade-after adjustment 1,098 279 + 819 
Tourist and travel expenditures 3 3 - 
Interest and dividends 5 ‘sy 5 OD - 63 
Freight and shipping Li 36 + 83 
All other current transactions 96 130 - 34 
Totals - Current Account - United Kingdom 1,093 359 + 734 
Other Empire Countries __ £28 LO? rae 
All Empire Countries 1,321 516 + 805 
Capital Movements 181 990 - 809 
Balancing Item (1) 4 - + 4 
1,506 1,506 
C. Canada and Non--Empire Countries 
Current Account 
Merchandise trade-after adjustment 634 985 - 351 
Net exports of non-monetary gold 204 - + 204 
‘Tourist and travel expenditures 108 18 + 90 
Interest and dividends 55 218 - 163 
Freight and shipping 66 131 - 65 
All other current transactions 70 99 - 29 
Totals - Current Account - United States 1,045 1,363 - 318 
Other Foreign Countries 92 88 + 4 
All Non-Empire Countries 1,137 1,451 ~- 314 
Capital Movements 385 73 + 312 
Balancing Item (1) 2 oS hob yo. .e 
1,524 1,524 


(1) This balancing item reflects possible errors and the omission of certain factors 
which cannot be measured statistically. 
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ESTIMATED CANADIAN BALANCE OF INTERNATIONAL PAYMEN'TS 


TABLE XIIT 


Revised Statement, 1942 


(Millions of Canadian $) 


Canada and 1 Countries 


Current Account 
Merchandise trade-after adjustment 
Net exports of non-monetary gold 
Tourist and travel expenditures 
Interest and dividends 
Freight and shipping 
All other current transactions 
Totals. Current Account 
Special Gold Transactions (2) 
Capital Movements 
Billion Dollar Contribution 
Balancing Item (1) 


B. Canada and Empire Countries 


Current Account 

Merchandise trade-after adjustment 

Tourist and travel expenditures 

Interest and dividends 

Freight and shipping 

All other current transactions 

Totals ~ Current Account - United Kingdom 

Other Empire Countries 
All Empire Countries 


~ Special Gold Transactions (2) 


C. 


Capital Movements 
Billion Dollar Contribution 
Balancing Item (1) 


Canada and Non-Empire Countries 
Current Account 
Mer¢handise trade-after adjustment 
Net exports of non-monetary gold 
Tourist and travel expenditures 
Interest and dividends 
Freight and shipping 
All other current transactions 
Totals ~ Qurrent Account - United States 
Other Foreign Countries 
411 Nen-Empire Countries 
Special Gold Transactions (8) 
Capital Movements 
Balancing Item (1) 


Credits 


2,515 
184 
81 

67 
221 
308 
3, 376 
23 
1,235 


1,952 


Debits 


1,406 
26 
270 
228 
345 
2,275 
23 
1,343 
1, 000 


4, 641 


1, 932 


(1) This balancing item reflects possible errors and the omission of certain factors 


which cannot be measured statistically. 


(2) This represents gold received from the United Kingdom in part nett lanai of her 
deficiency with Canada, and used in turn to settle part of Canada's deficiency 


with the United Seep eat 
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ESTIMATED CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


TABLE XIV 


Preliminary Statement, 1943 


(Millions of Canadian §) 
Canada and All Countries 
Current Account 


Merchandise trade-after adjustment 

Net exports of non-monetary gold 

Tourist and travel expenditures 

Interest and dividends 

Freight and shipping 

All other current transactions 
Totals - Current Account 


Special United States dollar transactions (2) 
Capital Movements 

Mutual Aid 

Balancing Item (1) 


Canada _and Empire Countries 
Current Account 

Merchandise trade-after adjustment 

Tourist and travel expenditures 

Interest and dividends 

Freight and shipping 

War Services 

Other current transactions 

Totals ~ Current Account - United Kingdom 
Other Empire Countries 
. All Empire Countries 

Special United States dollar transactions (2) 
Capital Movements . 
Mutual Aid 
Balancing Item (1) 


Canada _ and Non-Empire Countries 
Current Account 
Merchandise trade-after adjustment 
Net exports of non-monetary gold 
Tourist and travel expenditures 
Interest and dividends 
Freight and shipping 
All other current transactions 
Totals - Current Account - United States 
Other Foreign Countries 
All Non-Empire Countries 


Special United States dollar transactions (2) 
Capital Movements 

Mutual Aid 

Balancing Item (1) 


which cannot be measured statistically. 


settlement of her deficiency with Canada. 


Credits 


3,050 
142 
88 

59 
288 
437 
4,064 
143 
677 


= 


4,884 


1,287 
142 
87 

54 
140 
288 
1,898 
100 
1, 998 
143 
657 


2,798 


Debits 


2,798 


Net 
41,471 
+ 142 
+ 52 
-. 202 
es 6 
- 201 
+1,206 
- 683 
- 5ll 
2,12 
+1,563 
- L 
= 47 
+ 101 
—) O71 
= 29 
+1,149 
+ 67 
41,216 
2f. 145 
- 566 
- 502 
- 2) 
- 92 
+ 142 
+ 33 
- 155 
- 107 
+ 149 
= 19 
+ 9 
- 10 
+ 143 
an V5 Be 
= 9 
= 7 


(1) This balancing item reflects possible errors and the omission of certain factors 


(2) This represents United States dollars received from the United Kingdom in part 
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CANADIAN BALANCH OF INTERNATIONAL PAYMENTS 


TABLE XV 


MERCHANDISE TRADE BETWEEN CANADA AND OTHER COUNTRIES, 1937 — 1943 


(exclusive of gold and adjusted for balance of payments purposes) 


(Millions of Canadian dollars) 


Credits from All United Other United Other 
Exports Countries Total Kingdom Countries Total States 
1937 1,041 493 385 108 548 391 157 
1938 844 442 337 105 402 268° 134 
1939 906 436 oe 104 470 344 126 
1940 Leeos 699 542 157 503 424 79 
1941 Liye 1,098 914 184 634 566 68 
1942 2,015 1,541 1,424 ray 974 EA 63 
1943 3,050 1563 1,636 inet 1,287 1,224 63 
Debits for 
Imports 
1937, 776 2595 148 87 541 463 78 
1938 649 184 Li 65 465 400 65 
1939 713 ue hg 106 (gil 536 472 64 
1940 1,006 256 133 L105; = 770 702 68 
1941 1,264 279 137 142 985 910 vo 
1942 1,406 226 116 110 1,380 i phe a 64 
1943 1,579 200 100 100 Lior? Rap od i | 68 


Net Credits (+) 
or Debits  (-) 


1937 + 265 + 258 + 237 +21 >» +P - 72 +79 
1938 + 195 + 258 + 218 +40 - 63 -132 +69 
1939 + 193 eB Che" Bee +33 - 66 ~128 +62 
1940 + 196 + 463 + 409 +54 ~267 -278 +11 
1941 + 468 + 819 tng BEE +42 ~351 ~3544 ae 
1942 +1,109 +1,3515 +1,308 + 7 -206 =~205) bes jon 


1 
1943 +1, 471 +1,565 +1,556 +27 - 92 - 87 ~ 5 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


TABLE XVI 


: REVISED ESTIMATES OF TOURIST EXPENDITURES BETWEEN CANADA AND OTHER COUNTRIES, 


j (Millions of Canadian dollars) 
$ 
t 


1937 = 19435 
¢ 
Empire Non-Empire 
Credits- Ex- All United Other (1) United Other 
_ penditures of Countries Total Kingdom Countries Total States Countries 
Foreign Tourists : 
in Canada 
¥ 1937 166 12 Hal 1 154 149 5 
% 1938 149 10 8 Ze 139 134 5 
¥ 1939 149 9 a 2 140 -137 3 
1940 104 6 i) um 98 98 (2) 
1941 111 a 2 1 108 107 1 
1942 81 2 2 (2) 79 79 (2) 
1943 88 ts ak (2) 87 87 (2) 
_ Debits-Expenditures 
of Canadian Tourists 
_ Abroad 
Ef 1937 af 87 18 16 2 69 65 4 
=. 1938 | 86 1? 15 2 69 66 3 
i 1939 } -@l 13 wl 2 68 67 1 
b4 1940 | 43 3 2 1 40 40 (2) 
a 1941 21 3 2 al} 18 18 (2) 
m » 1942 26 2 2 (2) 24 24 (2) 
1943 36 2 2 (2) 34 34 (2) 
‘Net Credits (+) 
or Net Debits (-) 
L937 +79 -6 ets) -1 +85 +84 +1 
1938 +63 7 =~? ~ +70 +68 +2 
1939 +68 a4 a4 - +72 +70 +2 
1940 +61 +3 +3 - +58 +58 (2) 
1941 +90 = - - +90 +89 +1 
1942 +55 = - ~ +59 +55 (2) 
1943 +52 -1 -1 ~ +53 +53 (2) 


(1) Excluding Newfoundland. 


(2) Less than $500,000. 


_~ 34 - 
CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
TABLE XVII 


ESTIMATED DISTRIBUTION OF INTEREST AND DIVIDEND PAYMENTS AND RECEIPTS 


BSTWHEN CANADA AND OTHER COUNTRIES, 1937-1943 


(Millions of Canadian dollars) 


Empire Non-Empire | 
Credits-Receipts All United Other United Other” # 
of Interest & Div- Countries Total Kingdom Countries Total States dusaries 
idends from Invest— ae , 
ments abroad 
al i 
1937 E76 7 2 5 69 Sl 38 «OG 
1938 66 5 2 3 61 25 36 
1939 57 5 i 3 52 27 25 i 
1940 52 3 G2 1 49 29 20 @ 
1941 60 5 4 1 55 39 16 , 
1942 67 7 0) 2 60 43 17 j 
1943 591s) 5 4 1 54 34 20 @ 
a 1 
x i 


Debits—-Payments of 
Interest & Dividends 
to Non-Residents 


1937 302 87 85 2 215 211 4 
1938 307 83 81 2 224 218 6 
1939 306 80 28 2 226 220 6 
1940 313 76 74 2 237 233 4 
1941 286 | 68 66 2 218 214 4 
1942 270 — 51 50 L 219 215 4 
1943 261 52 51 1 209 205 4 

x 
Net Credits (+) 
or Debits (-) 
1937 | ~226 ~80 =83 +3 -146 -180 +34 
1938 al, -78 -79 +1 ~ keg 193 +30 
1939 ewes |. aR at +1 -174 -193 +19 
1940 Cc) Wea) eee at -188 ~204 +16 


1942 ~44 =45 +1 ~159 -172 +13 


1941 /-226 | -63 = 62 a -163 -175 +12 
1943 | 45 ~ar . ~155 -171 +16 


a Bet epee “ 7 
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I 
CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Canada’s external economic relations are revealed in outlines by statements 
of the Canadian baiance of international payments» The statements present, in 4 
statistical form, a summary of the commercial and financial transactions occurring 
between Canada and other countries. They furnish, therefore, an overall view of the 
external relations of the Canadian economy just as national income studies provide 
an outline of its internal structure. in an economy such as Canada’s where external 
sources of income and demand furnish an important dynamic element to activity within 
the country, the balance of payments focuses attention upon the impact of external 
demand upon the Canadian economy, the expenditure of income outside of Canada, and 
the resulting financial and exchange aspects. During the war transactions on exter= 
nal account have constituted an even larger proportion of the national income than 
formerly. In the latter years of the war, gross credits on current account represent= 
ed almost oneohalf of the national income compared with approximately one-third in the 


period before the war. 


GENERAL STRUCTURE OF THE BALANCE OF PAYMENTS 


The Canadian balance of payments before the war possessed quite definite 
outlines and characteristics. For some years net receipts from the excess of mere 
chandise exports over import trade with ali countries, newly mined gold, and travel 
expenditures exceeded the net external disbursements on interest and dividends ace 
count and for freight and other services. The growing current account credit balance 
in all countries in years immediately preceding the war was dependent, however, to a 
considerable extent upon expanding gold production. The more significant annual 
variations in the gross volume of current international transactions and in the 
current account balances arise usually from fiuctuations in merchandise trade. Demand 
for Canadian exports varies widely from year to year, and Canadian demand for imports 
is closely related to fluctuations in the national income in Canada. The large 
element of interest charges in the total payments on account of interest and dividends 
makes for some rigidity in payments on income account, and possible fluctuations in 
the net balance from the tourist trade are moderated considerably by the substantial 
volume of Canadian travel expenditures outside of Canada, which usually fluctuate 
in the same direction as travel expenditures in Canadao 


Se ee ee Se rh a Gat ed 


The geographical distribution of transactions has displayed very pronounced 
characteristics and has shown a concentration of dealings with the United Kingdom 
and the United States with credit balances on current account characterizing the 
balance of payments between Canada and the United Kingdom for a number of years. pre= 
ceding the war, and chronic debit balances being customary in the account with the 
United States. The main sources of the credit balance with the United Kingdom was 
the large income which Canada has had from exports of merchandise to the United King- 
dom, In the years immediately before the wer this was customarily much greater than 


F 
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the total of current payments made by Canada to the United Kingdom for merchandise 
importa, shipping and other commercial and financing services and payments of in= 
terest and dividends on Canadian investments owned in the United Kingdom. This 
sterling income was, however, freely convertible before the war into United States 
dollars or other currencies for which Canadian demand exceeded the Canadian supply. 
Because of this existence of free exchangs markets, there was no problem of settling 
the credit balance with the United Kingdom such as has developed during the war. 

The Canadian need for external income to meet payments in the United States and 
certain other countries where Canada usually has debit balances arises chiefly from 
the excess of purchases of merchandise in the United States over Canadian exports 

to that country combined with the large Canadian payments of interest and dividends 
to American investors, and the payments for transportation, travel and other 
services. While there is, in good years, a substantial income from Canadian exe 
ports to the United States and from United States tourist expenditures in Canada, 
this along with sales of newly mined gold was not sufficient in any year before the 
war to meet the large payments for goods and services purchased in the United States. 


Canada’s special interest in a system of multilateral settlements is 
apparent from the structure of the Canadian balance of payments. For example, the 
existence of free exchange markets before the war provided a channel of international 
settlement, particularly between the nations of the British Commonwealth and the 
United States. It was, therefors, possible for there to be a considerable amount of 
disequilibrium or "unbalance" in Canada's current accounts with the United Kingdom 
and the United States without any special problems of settling these balances arisingo 
Triangular settlements such as those arising from the unbalanced state of Canada's 
accounts with the United Kingdom and the United States were an integral part of the 
network of international commerce which had grown up over a long period. The system 
of multilateral settlements made it possibis to settle balances like those arising 
from Canada’s dealings with its principal trading partners, 


WARTIME DEVELOPMENTS 4 


The war, however, interrupted the operation of the system of multilateral 
settlements by creating conditions under which sterling was no longer freely con- 
vertible into United States dollers, In addition, the current accounts of the belo 
ligerent nations became distorted by wartime demands which have produced greatly 
augmented current balances for which new methods of settlement have had to be devisedo 
In the case of Canada, the new conditions produced problems with respect to the ] 
balances of payments with both the sterling area and the non-sterling area, and the ; 
situation made exchange control necessary i 


ce 
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During the wartime period, the external demand for Canadian production 
has been a dominant influence upon the balance of payments. British and other 
allied requirements for munitions, food, raw materials and other goods and also for 
war services have been among the principal contributors to the great wartime de= 
velopment of productive capacity and of capital equipment in Canada. The rapid ex- 
pansion of investment in new productive facilities created heavy demands for capital. 
goods procurable only in the United States, The new kinds of industrial production 
also led to new demands for fuel, industrial materials and components which also 
had to be purchased in the United States, As a result of the new capacity and de= 


mands the level of industrial production on overseas account rose to unprecedented 
heights. 
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In their external aspects, the financial problems accompanying this great 
achievement in production were twofold. There has been the problem associated with 
the British scarcity of Canadian dollars to pay for the munitions, food and other 
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commodities which were so urgently needed for the prosecution of the war and there 
has been that arising from the Canadian shortage of United States dollars to pay for 
the capital equipment, materials and components required for the war productiono 
These two tendencies contributed to the development of a greatly increased credit 
balance in the current account with the sterling area and an increased debit balance 

in the current account with the United States dollar ares. Accompanying this great 
dmerease in disequilibrium was the interruption in the system of multilateral set= 
tlements already referred to. As a result of these developments, it was necessary 
to devise methods of overcoming these financial obstacles in order that they should 
not interfere with the Dominion'’s contribution to the waro 


With the sterling area, the problem has been one of finding means of 
financing the growing British shortage of Canadian dollars resulting from the extra- 
ordinary wartime needs of the United Kingdom for Canadian munitions, food and raw 
materials o These needs, of course, increased to unprecedented proportions as the 
United Kingdom was a principal base of operations against the axiso In the earlier 
years of the war, this shortage was principally met by the Canadian govermnent re= 
patriating Canadian securities owned in the United Kingdom and by the accumulation 
of sterling balances by the Foreign Exchange Control Board. Some settlements were 
also effected by purchases of gold from the United Kingdom which, in turn, were sold 
in the United States to settle Canadian deficits there. In 1942, however, besides 
‘some additional repatriations, a new method of meeting the growing needs of the 
United Kingdom for Canadian dollars was introduced when a contribution of one billion 

dollars was made to the Government of the United Kingdom for expenditure on war sup= 
plies in Canada. In the same year the major part of the accumulation of sterling 
balances by Canada was converted into a loan of $700 million to the United Kingdomo 
In 1943, a further development in the methods of financing the wartime needs of the 
Allied Nations was the appropriation by the Canadian Parliament of one billion 
dollars for Mutual Aid, for the production and transfer of Canadian war supplies 
to the United Nations. In 1944 there was a further appropriation of $800 million 
for Mutual Aid. Capital debits arising from the repurchase by Canada of the British 
equity in the fixed capital of war plants, amounting to $205 million and the repay= 
ment of $190 million by Canada of British working capital advances made to Canadian 
munitions producers earlier in the war, provided a considerable amount of the ade 
ditional funds required to finance the British eurrent account deficiency in 1945. 
There have also been special receipts of United States dollars from the United King- 
dom. Increasing current payments by the Canadian govermment to meet the overseas 
expenditures of the Canadian forces have also provided a very substantial source 
of Canadian dollars for the United Kingdom, having grown greatly in the latter 
years of the war as the number of Canadian forces overseas increased and military, 
naval and air operations were expanded. In short, the United Kingdom has been able 
to obtain such a large volume of commodities from Canada for the prosecution of the 
war only because of special receipts of Canadian dollars such as heve been outlined 
above. The special sources of dollars which have made this possible are mostly oute 
lays of the Dominion Government arising from the wartime financial organization of 
_ the Dominion in which government expenditures represent a large part of the national 
_ income. 
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In the case of the balance of payments with non-Empire countries, the 
- central problem has also been one of scarcity - in this case a Canadian shor tags 
of United States dollars. The customary deficits in Canada’s current account with 
the United States were greatly sugmented by the war, principally because of the 
rapid rise in Canadian imports from the United States. At the same time, net 
credits from other foreign countries whose currencies are convertible into United 
States dollars have sharply contracted with the decline in exports to Continental 
Europe and Asiao 
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Since during the war period, the deficits incurred with the United States 
dollar area had to be settled with United States dollars, it became necessary to cone 
serve United States dollars for the more essential purposes of the war, and to deo 
velop new sources of United States dollars. Exchange control with the control of | 
capital movements provided the principal means of conserving United States dollars, 
Government measures also limited expenditures on Canadian pleasure travel and none 
essential commodities in non-Empire countries. As a result of the agreements 
entered into at Hyde Park in April 1941, new sources of United States doliars were 
produced with the sale of ships and munitions on a large scale to the United States 
government and further development of the production of raw materials in Canadas 
Settlements made by the United Kingdom in United States dollars, and in gold sold 
in the United States, have also been a factor in mesting deficits in the United 
States. Another factor of increasing importance in alleviating Canada’s shor tage 
of United States dollars has been the growing volume of imports of Capital arising, 
mainly, from the purchase of outstanding Canadian bonds by United States investors. 


In the last two years of the war a combination of temporary developments 
led to a marked change in the current account with the United States> Although 
current payments by Canada for merchandise and services reached a record level in 
1943 and only declined moderately in 1944, there were very striking increases in 
current receipts from sales of munitions to the United States Government and from 
sales of grain to the United States which increased to unprecedented levels. Other 
exports to the United States were also heavier and more diversified than formerly, 
as unusual demands were created by wartime incomes and temporary shortages. United — 
States purchases of grain reached their peak in 1944, when they considerably exe 
ceeded the level of total exports of all commodities from Canada to the United 
States in 1938, 


Another unusual source of substantial income in the latter years of the war 
originated in United States Government expenditures on defence activities in Canadao 
The construction of the Alaska highway and air fields, and the Canol project and othe r 
activities in Northern Canada were the principal objects of expenditure. 


As a result of these various nonerecurrent developments the current account 
deficit with the United States was reduced to negligible size in 1943, In the year 
1944, however, the unusual sources of receipts were so heavy there was a substantial | 
surplus from current transactions in the United States before taking account of the 
large special payments to the United States Treasury in that year. When these pay- 
ments are included in the current account, however, it is brought close to equilibrium 
for the year as a whole, there being a relatively small credit balance. These 
special payments were in connection with the termination of the financisl aspects 
of the Hyde Park agreements.” The payments included various war expenditures such as 
reimbursements to the United States for air fields and telephone lines constructed 
in Canada, 


DEVELOPMENTS IN 1944. 


Canadian war production was at its peak in 1944 and this is reflected in 
the balance of payments in various weys. In the balance of payments between Canada ; 
and the sterling area the effects of maximum production were to increase gross exo 
penditures of the sterling area in Canada, including the expenditure of Mutual Aid 
funds on sterling area account as well as the disbursement of the greatly augmented 
amount of funds actually received by the sterling area from payments by the Canadian 
Government of overseas war expenditures. 


Food and munitions shipped to the British were at record levels. Exports 
of lumber and other wood produsts were also heavier than in the previous year but 
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there was some recession in shipments of non-ferrous metals and miscellansous com-= 
modities to the United Kingdom, arising mainly from reduced requirements for aluminume 


One of the greatest relative increases tn the expenditures of the sterling area in 
Canada was in the value of exports on other sterling area account, This was partly 

a result of the development of Mutual Aid to Australia with the consequent direct fine 
ancing of some commodities to that country which formerly had been financed through 
“United Kingdom channels. But exports of civilian commodities to the othe sterling 

area countries were much heavier in 1944 as well, with the result that the require= 
ments of the other sterling area countries added a considerable amount to the direct 
requirements of the United Kingdom itself. 


Sterling area expenditures on war services and freight and other current 
transactions showed some varying trends during the year. Expenditures for war’ 
services were about the same in total in 1944 as in 1943, but their composition was 
considerably different. Payments to Canada for freight were higher, mainly reflecte 
ing the increased movenent of commodities from Canadéo Increased earnings by the 
growing fleet of Canadian operated merchant vessels were a factor in this increase. 
As a result of the trends described above, total current expenditures of the sterling 
area in Canada increased from $2,066 million in 1945 to $2,307 million in 1944. This 
is between four and five times the size of Empire purchases of Canadian commodities 


and services in 1959. 


The more normal sources of Canadian dollars which the sterling area has 
to meet the above liabilities did not vary much in total in 1944. The value of im=- 
ports from the sterling area gnto Canada showed little change during the year as a 


whole, Likewise Canadian payments to the United Kingdom for freight, interest and | 


@ividends and other normal current services were only slightly higher in 19440 


The most important change in the sterling area’s supply of Canadian 


_ dollars, of course, came through the great increase in the payments by the Canadian 
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Goverrment to the United Kingdom for the expenses of the Canadian forces overseas o 
These increased from $499 million in 1943 to $1,085 million in 1944. The great ine 
crease in overseas expenditures was principally “he result of lisbilities incurred 
by the Army and Air Forc6o The campaign in Italy throughout the year and the opere 
ations in Western Burope in the last seven months of the year created much heavier 


liabilities for equipment and stores. There were also payments for costs incurred 


by the Army in early yearso With the Air Force some of the increase arose from the 

high degree of operations throughout the year but a sonsiderabie portion originated 
in the assumption of the costs of a largex number of Canadian squadrons overseas 
than in earlier years and in payments for advanced air training overseas o 


As a result of transactions described above the sterling erea had net 
current account deficits of $879 million in 1944 compared with $1,236 million in 
1943, The principal reason for the reduction was, of course, the effect of the much 
heavier Canadian overseas expenditures during the year. Mutuel Aid provided a means 
of financing $834 million of the deficit in 1944, whereas in 1943 total expenditures 
by the Canadian Mutual Aid Board for Empire countwies amounted to $503 millione 
Mutual Aid to the United Kingdom in 1944 accounted for about $775 million of the 
total. Most of the remainder was for Australia with smalier amounts for the British 
West Indies, India and New Zesiando These goods provided under Mutual Aid heave been 
included with other exports in the balance of payments statements and consequently 
are refiected in the current account balances shown Their inclusion among the 
credits is offset by debits of similar size which have been entered in the special 
"Mutual Aid" item representing the expenditures by the Canadian Mutua. Aid Boardo 
This new form of aid to Britain and other Allied nations is in physical terms, 
whereas the Billion Dollar Contribution of 1942 was aid expressed in financial 


ao § © 


terms although in effect a contribution of goods and services, Under Mutual Aid the 
actual war suppiies and services are provided the Allied nations requesting the aid — 
directly by Canada. Among othe» methods of financing the deficit was the special ‘ 
receipt of UoS. dollars from the United Kingdom, equivalent to $55 million Canadian, 
There wers aiso debits on balance on capital account and other special official pay= 
ments which were mainly for the purpose of adjusting inter-governmental transactions, 
and various currency settlements adjusting special transactions o 


In the balance of peyments with the United States a combination of unusual 
developments created the unique conditions in which there was a credit balance on 
current account in 1944, Various abnormal wartime sources of dollars provided a 
surplus over and above Canada's current expenditures in the United States during the 
year. Receipts from the sais of munitions to the United States Govermment under the 
Hyde Park Agreements, and from the sale in the United States of over $300 million 
of grain to meet wartime feed and other shortages, heavy exports of a great variety 
of other commodities Por which scarcities and wartime incomes created swollen dew 
mands, and continued expenditures by the United States Government on defence act= 
ivities in Northern Canada all soutributed to the extraordinary volume of current 
receipts, The United States Government expenditures were still substantial in the 
first haif of 1944 although much less than in the peak year 1943, There was some 
improvement in the wevei of American tourist and travel expenditures in Canada ace 
companying the easing of American restrictions on pleasure travel by car’ but at the 
same time there was a further sontraction in the net exports of non-monetary gold 
resulting from continued reductions in production, The consequent increase in 
total current receipts was considerably greater than the level of current expendi- 
tures in the United States. Ths latter were slightly less than in 1943 if the 
special payments to the United States Treasury in cormection with the termination 
of the financial aspects of the Hyde Park Agreements already referred to above are 
excluded’/ The principal reason for the moderate contraction in the level of imports 
was the greater use of Canadian sources of supply of materials and the virtual comp= 
letion of the program of capitei expansion in Cenadien industry which entailed such 
large purchases of Canadian equipment in the United States in the early years, To 
some extent the reducsd imports for wer purposes were offset by the greater pure. 
chases of American commodities for civilian purposes, because of a slight easing 
in the supply of some civilian commodities and a greater reliance upon American 
sources of supply for other commodities. There was an appreciable increase in 
tourist and trave: expenditures in the United States by Canadians accompanying some 
relaxation in travel restrictious in the month of May, 1944, Although payments of 
interest were slightiy higher because of the increased American holdings of Canadian 
bonds, there was a decline in dividend payments. 
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Inffiows of capital cowtinued to be extraordinarily heavy in 1944 with ; 
transactions in sécuritiss still representing the major part of the movements. q 
Whiie the volume of security transactions was less in 1944 than in 1943, the net ’ 
inflow from the United States from security transactions was not widely different J 
in the two years. Gross saiss of Canadian securities to the United States were ] 
less but so also was the total of redemptions, there having been in 1943 a sub= 4 
Stantial totai of Dominion issuss called for redemption. While sales of Canadian 
bond issues payabie in forsign currency were less in 1944 than in 1943, there was 
an increase in purchases cf Canadian domestic bonds. In 1944 there was more 
capital transferred to Canada for the establishment and developments of direct 
investment by American businesses than was the case in the earlier years of the 5 
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Capital payments continued to be for the most part for the redemption of 
securities or other debts, exports of capital being subject to the restrictions 
imposed by exchangs control. Although certain other exports of capital were per~ 


/ See statement of the Minister of Pinance, Hansard of April 21, 1944, Page 2289. 
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mitted in 1944, mainly in connection with the direct investments abroad of Canadian 
businesses, the total of such transfers was small. There are also debit entries in 
the capital account reflecting the increase in official reserves of gold and United 
States dollars as well as various changes in the working capital position of private 
businesses. 


There were special receipts of United States dollars from the United King= 
dom amounting to $55 million providing a means of settling part of the British defie 
eit in Canada. There was also a substantial total of recai pts from exchange recover= 
ies and adjustments arising principally out of transactions with the sterling areae 


It should be noted that a substantial part of the credit balance on cure 
rent account with non=-Empire countries in 1944 is represented by war supplies and 
services provided as Mutual Aid by the Canadian Government to China, France and the 
USSR. The total of Mutual Aid to this group of countries amounted to $102 millions 
The gift of wheat to Greece by the Canadian Government is also part of the credit 
balance being offset by a debit entry in the capital accounte 
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HISTORICAL REVIEW, 1926 = 1939 
(See Tables I = XIII) 


The normal commercial and financial relations which have developed bee 
tween Canada and the rest of the world have been predominantly with the United Kinge 
dom and the United States. The major part of Canada's external merchandise trade has 
customarily been with these two countries. A huge exchange of commodities has grown | 
up over the years as a result of the close commercial relations between Canada and 
these countries, to the advantage of each country. As the predominant part of the 
movement of external capital in the past was from these two countries to Canada, the 
largest part of the interest and dividends paid by Canada to other countries on ex= | 
ternal capital invested in the Dominion has also been to the United Kingdom and the 
United States. Similarly a considerable part of Canadian income from capital invest- 
ed abroad has originated from investments in the United States. There have also beer 
customarily important exchanges of services between Canada and the United Kingdom anc 
the United States. The total exchange of freight and shipping services between these 
countries is large and closely related to the large movements of merchandise, Travel 
is also the source of large international payments, pari‘ cularly between Canada and 
the United States, the volume of traffic across the border being very great o Sim= 
ilarly there is a great variety of exchanges of commercial, professional, and finan-' 
cial services of all kinds, and personal and benevolent remittancss between these 
countries o 


GENERAL INFLUENCES 


During the period from 1926 to the owtbreak of the war the most important 
factors in the background affecting the Canadian balance of payments have been the 
changing conditions of prosperity and depression in the industria. nations of the 
world. Being very dependent upon external sowrses of income, the Canadian economy 
has been more subject to the effects of econom!s conditions abroad than many other 
nations. Changes in incomes in the United Kingdom end the United States, particular] 
have affected the demands for Canadian exports and services, and changing Canadian q 
incomes in turn affect Canadian purchases of goods and services abroad. The intere= | 
national movement of capital has aiso fluctuated with general economic conditions ,* | 
as well as special financial circumstances, with resulting effects upon the balance — 
of payments, Also important have been Canadian industrial developments, resulte | 
ing in changes in international supply and demand for commodities, such as the | 
expansion in production of gold and non-ferrous metals in Canada in the 1930°s for 
export, and developments in industries supplying the Canadian home markets with 
commodities formerly imported. Commercial agreements have also affected the flow 
of trads. But the trend in general economic conditions in countries like the United 
Kingdom and the United States have had the most important effects on the Canadian 
balance of payments and on Canadian economic activity. These changes have been trans 
mitted to Canada with varying intensity. Consequently, the relative leveis of income 
and production in Canada, the United Kingdom and the United States are among the main 
dsterminants of changes in the balance of paymentso H 


The export industries occupy a key position in the Canadian economy and 
variations in demand for exports have far-reaching effects upon the national income 
with consequent indirect effects upon Canadian imports, A large part of Canadian 
exports is made up of a relatively small number of commodities and the dependence 
upon export markets for many of these commoditi?.ss is very great. Wheat and dther 
food, newsprint, pulp, lumber, nickel, alumimm, copper, lead, zine and gold are ex= 
amples of commodities in which Canadian production greatly exceeded domestic requir 
ments during the interowar period. Many regions are dependent upon incomes from t 
production of commodities like these and are conssquently exposed to the fluctuatio: 
in external demand for their products, Canadian demand for imports is in turn sub= 
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sequently affected with the result that there are very wide fluctuations in the 
balance of merchandise trade, the most important item in the balance of payments. 


* The Canadian balance of payments is therefore vulnerable to changes in in= 
ternational demand. This vulnerability is accentuated even more by the wide dis=- 
equilibrium which is normal in Canada’s current account with each of the United States 
and United Kingdom. Whenever conditions weakening sterling in terms of doliars arise 
these tend to be transmitted to the Canadian dollar by the loss in the value of 
sterling income necessary for making payments in appreciated United States dollarse 
This peculiar structural characteristic of the Canadian balance of payments is what 
makes for the close relationships between the Canadian dollar and sterling and the 
United States dollar. 


An historical review of the balance of payments reveals national develop=- 
ment interacting with the impact of conditions abroad. There were great deve lop= 
ments during the inter-war years in the sources of Canada’s external income o The 
composition of Canadian exports underwent many changes during this period. The main 
trend was a growing diversification as new industries and products were established 
or expanded. Some of this economic growth is obscured by the depression and decline 
in prices from the high levels of the 1920’s. In the 1920’s, for example, there 
were large developments in the newsprint and wood products industries, base metal, 
mining and smelting and automobile production and other manufacturing for export 
markets. In the 1930’s the base meta: industries were further developed for export 
and gold mining became a major producer of foreign exchange. Income from American 
travel expenditures in Canada reached high levels in prosperous years with the im= 
provements in highways. But variations in foreign demand for Canadian goods and 
services influenced the extent to which all of these productive facilities were om-= 
ployed. Consequently the evel of Canada’s current receipts from the sale of goods 
and services was influenced by the vagaries of external demand as well as the grow 
ing capacity for providing theme 


Canadian expenditures abroad were influenced to a large extent by the 
. course of development in Canada during the inter-war years. During the period of 
- heavy investments in the 1920's Canadian import requirements from the United States 
especially were very heavyo Thers was an expansion of industrial capacity under 
way as well as args investments in transportation facilities and pubiic utilitieso 
These developments led to heavy imports of capital goods from the United States 
which were much greater before the depression than during the period of recovery 
in the 1930’s. The prosperity of the 1920’s also led to heavier purchases of 
United States goods generally. Imports From the United States were particularly 
swollen by the United States doller content of consumers durable goods which were 
greatly in demand in Canada during the prosperous yéarso The falling off in im=- 
ports in the 1930’s although to a large extent due to a decline in investment in 
Canada can be partly attributed to the development of Canadian sources of supply 
for many commodities which had formerly been importedo Imports from the United 
Kingdom in the 1920°s had also been higher than in the 1930’s when Canadian sources 
supplied a larger part of Canadian requirements. The heavy borrowing before the 
depression led to a largs overhead cost in the form of interest payable to United 
States investors, This became a rigid element in the balance of payments with the 
United States during the depression and succeeding years. But some of the external 
capital invested during the period of heavy investment was in the form of direct 
investments in branches and subsidiaries and consequently the income payments on 
this portion of the Canadian external indebtedness was more flexible, declining 
as it did during the depression when corporation incomes were reducedo 
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The balance of payments during the yoars of recovery before the war 
warrants closer analysis as it was during this period that the growing diversifi-= 


cation in export capacity was more fully developed and employed. A greater number ) 
of industries depended upon export markets than im earlier periods. There was a 
relatively greater dependence upon export markets in the United Kingdom than in 
earlier years. At the same time Canadian imports from the United Kingdom were less 
than in the earlier period and there was consequently a very substantial credit 
balance in Canada’s current account with the United Kingdom, averaging about $130 | 
million in the four years from 1936 to 1939. There were also substantial net 
credits from trade with other Empire countriss adding further to Canada's current — 
income in sterling. But Canadian exports to other overseas countries, particularly | 
Continentai Europs, were much lower than during the 1920*s when European purchases 
of Canadian wheat were very heavyo 


Canada’s current deficit with the United States during the same four ~ 
years before the wax was more variable, ranging from virtual equilibrium in 1936 
to a deficit of $149 million during the "recession" year of 1938. In the former 
year Canadian income in the United States was augmented by large American purchases 
of grain because of the drought whils Canadian imports were still well below the 
levels reached in the later years of recoverye In the latter year Canadian exports 
to the United States dropped very sharply below 1936 and 1937 with the decline in 
economic activity in the United States while Canadian imports continued to be re=- 
latively substantial as incomes and economic activity were partly sustained in 
Canada by exports to overseas countries. But throughout this period before the 
war Canadian imports were much lower than during the 1920's, partly because of the 
small volume of investment in Canada, Since economic activity in Canada in the 
1930's never approached the levels which the productive capacity of the country 
was capable of reaching Canadian expenditures abroad must be regarded as subnormal 
during this period. On the other hand the external demand for Canadian products 
also had a subnorma’ cheracter, An important source of dollars keeping the cure 
rent deficit with the United States from expanding further than it otherwise would 
was the rising level of Canadian gold productions 


The wide variability of the current deficit with the United States before 
the war is illustrative of the vulnerability of Canadian exchange to conditions oute 
Side of Canada. While the Canadian balance of payments with all countries during 
this period produced a substantisl balence on current account there was also a very 
high degree of offsetting disequilibrium with both the United Kingdom and the United 
Stateso It was only the existence of the convertibility of sterling and other ex= 
change received from Canada’s trade with overseas countries into United States 
dollars to meet deficits there which made the conditions of multilateralism then 
prevailing possible, 


This led to a much greater disequilibrium in Canada’s accounts with both 
the United Kingdom and the United States as has been already described. The in= 
convertibility of sterling was an immediate financial consequence of the War and  “@ 
led to the necessity of considering Canada's balance of payments with the sterling — 
area ina distinct compartment from the balance of payments with the United States 
and other countries with convertible exchanges. The exchange and financial problems 
associated with the Canadian shortage of United States dollars and the British re= 
quirements for Canadian dollars were a direct result of the inconvertibility of 
sterling and the greatly increased disequilibrium in Canada’s accounts with these 
countries arising from exchanges of goods and services swollen by wartime demands. 
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CAPITAL MOVEMENTS 


Most of the investment of external capital in Canada occurred before 
1926. The largest part of the British capital had been invested before the First 
Great War, and there had been a very heavy inflow of capital from the United States 


during the war and during the post war years. This latter movement from the United 
States continued throughout the 1920’s, although in 1925 and 1926 there were sub= 
‘stantial exports of capital from Canada on balance. The heaviest eapitel influx 


from the United States occurred during the years prior to 1924 and during 1929 and 
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; The net import of capital from all countries approximated $311 million in 

1929 and $337 million in 1930, as indicated by the debit balances on current account 
In 1929 and 1930 there were very Large flotations of new Canadian 


during these yearso 
‘pond issues in the United States in comection with the capite. developments under 


way in Canada. Inflows for direct investment were also appreciable in these years 
and in the earlier year a considerabis amount of infiow took the form of repatriation 
of the liquid assets of Canadian banks in New Yorko Inflows continued during 1951 
and 1932 on a reduced scale but partly through reductions in Canadian assets abroad 
rather than in new borrowing in sonnection with investments in Canadao Infiows of 
eapital were an important factor in maintaining the strength of the Canadian dollar 
during this period up until the rapid depreciation of sterling late in 1931. During 
‘the later 1930's Canada again became an exporter of capitals Prior to this period 
most of the exports of capital had occurred in 1925 and 1926 when lerge amounts of 
‘Canadian capital were invested in United States and other foreign securities. While 
there were other exports of capital for the purchase of securities in succeeding 
years, these were more than offset by imports of capital from the sale of new Cans 
adian issues of securities abroad and from the expansion of American direct inves te 
ments in Canada. The exports of capital which developed in the late 1930’°s were of 
a different kind from those before the depression. These mainly took the form of 
redemptions of Canadian bond issues held in the United States and elsewhere, along 
with some retirements of indebtedness in connection with American direct investments 
“in Canada, some expansion in Canadian direct investments in the United States, and 
_ outflows of funds by insurance companies) These various forms of outflows of capital 
more than offset any inflows arising from the purchase of Canadian outstanding se= 
rs, The outfiow of capital bee 


eurities by non-resident investors during these yeu 
though the level continued to be 


‘came appreciable in 1934 and was highest in 1936 ais 
still substantial in the three years before the war, Canada’s balance of indebted» 
“mess was consequently reduced during these years before the Wero 


TRANSACTIONS WITH THE UNITED KINGDOM 
(See Tables IV and IX) 


The Canadian balance of payments with the United Kingdom has undergons 
numerous changes during the period between 1926 and the beginning of the war. The 
structure which was typical in the years immediately preceding the war is generally 
During that period Canada had consistently a large sterling income 

_ from exports which substantially exceeded payments for imports, interest and dividends, 
freight and other services. To a large extent, however, this surplus of sterling in- 
come in the years immediately preceding the war is attributable to commercial agree= 
ments and the heavy British demands for Canadian commodities arising out of the 
housing construction throughout the 1930's and from the rsarmament demands in the 
latter years of the decade, British economic activity and incomes were sustained 


at a high level for a number of years before the waro 


appreciated. 


It is important to note, however, that in Canada’s accounts with the United 
Kingdom in each year from 1927 to 19352 the situation was exactly the reverse of that 


prevailing from 1933 to 1959, In each of these former years current payments by 
Canada to the United Kingdom exceeded current receipts, The debit balances were 
factor in this change in the 


particularly substantial in 1929 and 1950. A prominent 
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structures of the balance of payments with the United Kingdom was the significantly 
higher level of payments by Canada during the years in question. Total interest 
and dividends to the United Kingdom were much higher before the depression than in > 
any subsequent year in the 1930°s, partly because of railway dividends, At the 
same time Canadian imports of merchandise were greater throughout the 1920's than 
in the 1930's. Aithough some of this larger value was due to the higher prices 

in the earlier period a considerable amount was the result of Canadian demand for 
many manufactured sommodities which were not produced at that time in Canadao | 
The development of manufacturing in Canada in the ensuing decade was a factor in | 
reducing the general volume of Canadian imports from the United Kingdomo 


Canadian export sales to the United Kingdom were at a lower level during 
the years from 1927 to 1932 than they were in the subsequent 1930’s. This is after 
allowance is made for the large amount of Canadian wheat which was sold to Cone 
tinental countries but in some cases originally shown as exported to the United 
Kingdom in these earlier years. Distinet improvements appeared in Canada's exports 
to the United Kingdom in 1933 and subsequent years and by 1936 exports had arisen 
to a higher level than in any other year from 1926 on. Increases were particularly 
notable in bacon and other food products and lumber, wood products and non-ferrous 
metais. In the four years before the war the value of exports to the United Kinge | 
dom remained relatively stable. A wide range of Canadian commodities were exporte 
ed to Britain. The British market was particularly important in absorbing sur= 
plusses of Canadian farm products and raw materials, Wheat and flour, fruit, 
bacon, dairy products and other food, fwes, lumber and other forest products and 
non-ferrous metals were among the commodities for which there was a sustained 
British demand before the waro 


The credit balances on current account with the United Kingdom expanded 
from $26 million in 1933 to $137 million in 1939, without including the exports of 
gold from Canada to the United Kingdom which wers substantial in some of these yearso 
This movement of gold was shiefiy the result of temporary market situations and its 
inclusion in total credits in the account with ths United Kingdom would consider= 
ably expand the credit balance over that arising from commercial transactions. Total 
net exports of nonomonetary gold are inciuded in the current account with the United 
States in tables in this report. 


Capital movements between Canada and the United Kingdom during the period 
under review have been predominant.y from Canada to the United Kingdom. Retirements 
of Canadian securities originally sold to British investors have been the principal 
form of this outward movement of capital. In eash year during the period under 
review, with the exception of 1933 and 1934, retirements exceeded new issues of 
Canadian securities sold in the London market. In addition, in many years there 
were repurchases of outstanding Canadian securities from British investors, In 
1933 and 1934, however, this movement turned in the opposite direction when sales 
of Canadian outstanding securities greatly exceeded Canadian repurchases, Ale 
though the total inflow of capital from the United Kingdom was very heavy in these 
two years the net movement during the period from 1926 to 1939 was on balance oute 
ward and had the effect of reducing the balance of Canadian indebtedness to the 
United Kingdom. 


The combined effects of current and capital account transactions be= 
tween Canada and the United Kingdom has been that each year from 1933 there was : 
& very large surplus of Canadian receipts from tne United Kingdom. While the 
credit balance on current account was still smaii in 1933 and 1944 there were the 
very large credit balances on capital. account of approximately $94 million and 
$99 million respectively. In later years when the credit baience on current 
account expanded, it was, after 1935, much larger than the debit balances on 
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capital account, Consequently Canada had a large surplus of sterling receipts gen-@ 
erally from 1933 on. Under the conditions of exchange convertibility existing be- 
fore the war this sterling surplus could be sold for United States dollars to provide 
the dollar exchange needed to make payments in the United States o 


TRANSACTIONS WITH OTHER OVERSEAS COUNTRIES 


(See Tables VI, X and XIII) 


Canada has had large balances on current account with other overseas 
countries as a whole consistently throughout the period under review. Income from 
exports of merchandise has been the predominant source of receiptso Supplementing 
these receipts is investment income arising mainly from Canadian direct inves tnents 
in South America. Exports of food and raw materiais have constituted a large part 
of the merchandise trade with other countries. European demand for Canadian grain 
and other commodities was especially heavy before the depression but the reduction 
in this demand during the depression and the accompanying period of autarchy was 
never regained in the period of recovery before the war, A certain amount of this 
reduction in income from exports to Europe ead other foreign countries was offset by 
larger sales to the Dominions and other British countries. Canadian imports and 
other payments to this group of other countries did not fall as much proportionately 
in the preowar years as was the case With exports to this area; consequently the net 
current account balance with other countries, which was as high as $338 million in 
1928, was reduced to $122 million in 1938, An importemt factor contributing to the 
large credit balances in the earlier years arises from the inelusion of wheat exports 
in the current account with these countries which was originally declared as exported 
to the United Kingdom but subsequently diverted to other Buropean destinations o 


& While there are other exchanges of services between Canada and these 

- countries, to a large extent these exchanges are offsetting for the group of countries 
as a whole, particularly in the case of tourist and travel expenditures and freight 
and shippingo ste the balance on account of these transactions is of significance . 
with some individual countries, the volume of transactions is usually small in ree 
lation to merchandise trade. There is, however. ® considerable balance of debits aq- 
rising from all other current transactionso The largest component of these payments 


z is personal remittances to Europe and Asia by persons living in Canada with family 

_ ties abroad. The level of personal remittances was higher before the depression and 
: has shown a secular decline during the period as the volume of immigration to Canada 
3 in the last decade before the war was much less than in earlier periods o 

a 

~ 

% The continental distribution of trade reveals some fairly definite patternso 
_ Canada has been a net exporter to each continent outside of America in most yearse 

_ In the case of South Americe., however, there was a balance of imports in most years 


before the war. Although imports from the United States have exceeded exports con= 
sistently, thers has been a balance of exports to other North American countries ex= 
- eluding the United States as a whole throughout the period under review. The current 
account with Empire countries other than the United Kingdom also shows a credit bale 
' ance throughout the period under reviewo Although a minor part of the total in each 
5 year the credit balance with these countries becams relatively more important in the 


i. 


1930%s with the sharp decline in exports to Buropeo 


While there have at times been substantial movements of capital between 
Canada and overseas countries other than the United Kingdom there is little relation= 
ship between these movements and Canada’s current account with the area as a wholeo 
Most of the capital movements have taken the form of security transactions in inter- 
national capital markets. During the 1920°s Canadians purchased large amounts of new 
issues of foreign bonds usually floated in the United States. South American issues 
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made up most of these purchases although there were also some European and British 
Dominion issues as well. Many of these holdings were later sold abroad. Later in 
the years immediately before the war there was a substantial movement of European 
capital to Canada. Earlier movements of European capital to Canada for the most 


part occurred before the period under review. Much of the direct investment by 
Canadian companies in Latin America also occurred before this periode 


Trade with other overseas countries has been consistently a substantial 
source of current surplusses providing exchange which could be converted into 
United States dollars to make payments in the United States. In each year during 
the period under review until 1937 the credit balance in Canada’s current account 
with these countries has been the largest source of exchange for meeting deficits 
in the United States. In the years from 1937 until the beginning of the war when 
sterling ceased to be freely convertible, however, the credit balance with the 


United Kingdom was slightly larger than that in Canada’s accounts with all other 
overseas countries. 


TRANSACTIONS WITH THE UNITED STATES 
(See Tables V and XIT) | 


The fluctuation in economic conditions in Canada and the United States 
constitutes one of the most prominent factors influencing these trends in the 
balance of payments between the two countries. Relationships between the two 
countries are numerous and far reaching. Events in the United States, reflecting 
changes in the larger economy, directly influence the course of economic activity 
in Canadas The influences of sonditions in the United States upon the world economy 
at large are also transmitted to Canada through their effects upon the fluctuations 
in Canada’s trade with overseas countries as weil because of the great importance 
Which this external trade has for Canada. The level of production and incomes in the 
United States directly affects the welfare of many Canadian industries and trades de= 
pendent upon export demand. In many regions in Canada the primary economic stimulant 
comes from American demand. The volume of Canadian sales of goods and services in 
turn affects Canada's ability to purchase abroad. 

Besides general economics fluctuations there have also been the effects of 
tariffs and commercial agreements upon the flow of commodities between Canada and 
the United States. Tariff increases in 1930 and later years introduced impediments 
to the flow of commodities in both directions. The combination of the effects of 
these barriers and the reduced demands and prices during the depression contributed 
to abnormally low levels of commodity movements in the balance of payments between 
Canada and the United States for a number of years. But later the Trade Agree= 
ments between Canada ond the United States signed in 1935 and 1938, combined with 
the recovery in economic activity, led to substantial increases in the level of mer=- _ 


chandise trade between Canada and the United States in the years immediately before 
the war. . 


The balance of payments between Canada and the United States has been 
characterized by deficits eash year in the period from 1926 to 1943. These debit 
balances on current account were much heavier, however, in the earlier half of the ; 
period and reached their highest point in 1929 and adjacent years. There were sub= — 
stantial declines in the sizs of the debit balance each year from 1929 until 1936 
when the current account with the United States was virtually in equilibrium. Sub- 
stantial deficits again reappeared in later years particularly in 1938, but it was - 
not until the period of the war that the deficits again approached the size which 
was characteristic of the period from 1926 to 193i. 


; 
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E The greatest fluctuations have occurred in gross payments by Canada over 
the period. This decline in debits was not only greatest in the depression but the 
cs of debits in the later years of recovery before the war also marked a greater 
decline from the level of preedepression years, both relatively and absolutely, than 
was the case with total credits. Because of these varying trends the balance of 
debits on current account in both depression and pre=depression years was much less 
than was the case before the depression. The principal reason for this trend in the 
— account balance has been the greater decline in imports over the longer 
period, and the growth in the value of net exports of nonesnonetary goldo Principale 
ly because of the latter factor total receipts from gold and ell other sommodity 
exports in the preowar years were close to the Xevel of the preedepression years, 
whereas in contrast imports were much lower than in the peak yearso 

2 
s The widest fluctwations have occurred in merchandise account. Both exe 
“ports and imports have often shown wide variations from year to year but the annual 
 ehanges in the balances on merchandise account have usually been less pronounced 
since both exports and imports frequent.y fluctuate 4n the same direction. In the 

z) declines from the levels of the 1920’s, reductions in exports, however, were relative= 
iy isss than declines in imports with the result that the deficit in merchandise ace 

- eount was much less after 1930 than befocreo 


é Trends in other items ever the period have to some extent been offsetting ; 
_ for example, while reverme from the tourist trade was greater in the preedepression 
_ years, partly because of higher prices, debits on freight and shipping account were 
higher during the same period as a result of ths larger volume of merchandise importso 
The effects of fluctuations in the level of American travel expenditures in Canada 
are in themselves to some extent modified by trends in Canadian travel expenditures 
in the United States which usually move in the same direction as American expendi- 
tures in Canada. Payments on account of interest and dividends have been relatively 
stable throughout the period, being generaliy higher from 1929 on than in the earlier 
years because of the increased Canadian indebtedness to the United States. The 
_ rigid element in these payments arises from interest on bonds and debentures held 
” in the United States, while the more flexib.s element is represented by the dividends 
paid by Canadian companies owned and eontrolled in the United States. The latter 
_ generally fluctuate in accordance with genera.. esonomie conditions and are payable 
for the most part in Canadian dollarso But the major part of the interest is pay~ 
able in United States dollars, aud when the Canadian dollar is depreciated there is 
_ the addition of the premium on exchange. Receipts of income by Canadian investors 
from United States stocks and other securitiss generally fluctuated with changes in 
corporation incomes in the United States somewhat similarly to variations in Canadian 
payments of dividends, the amounts remitted in both direstions varying to some extent 
with economic conditions. All other current transactions are also to a large extent 
offsetting. The volume of both receipts and payments is, however, quite substantial 
and normally results in a balance of payments by Canada. Included in these trans= 
actions are the many exchanges of business and professional services which enter ints 
the international commerce of the two countrieso There is also a variety of per= 
- gonal and institutional remittances and the transfers of incomes in both directions 
earned across the border by persons working in one country and residing in the othere 


Since the main changes in the current account balance arise from the mer= 
chandise trade various influences upon commodity movement have been the main factors 
contributing to the fluctuations in the current account deficits. The large deficits 
prior to the depression were affected to a large extent by heavy Canadian demand for 
American merchandise during the precdepression yearso A larger part of the gross 
national expenditure of Canada in those years Was spent on investment in Canada 
The heavy investment in these years created extraordinary demands for capital goods 
and this was reflected in the large volume of imports of durabise goods from the 
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United States. Canadian purchases of industrial materials and components required — 

for construction and production in Canada arising out of this extraordinary level of 
private and business investment in Canada also contributed to the heavy imports from 
the United States during this period. At the same time the expenditures in the Unite 
States arising from Canadian consumer demands also reached unusual levels. Incomes 

in the prosperous years before the depression were not only high but widely distribe. 
uted. 


Imports from the United States declined during the depression and although 
they increased during the years of recovery, they never regained anything like the 
precdepression level. The total in 1937 of $463 million compares with $875 million 
in 1929, A large part of the reduction occurred in metal products. Imports of iron. 
and its products were unusually high in 1929 and earlier years, reaching $309 millior 
in 1929, whereas the highest level reached in the postedepression years before the 
war was $174 million in 1937. A large part of this drop occurred in machinery and 
other capitel equipment of various kinds. Other significant declines were in imports 
of automobiles and primary steel, Another group of imports which dropped very 
sharply during the same period was agricultural and vegetable products, which dee 
clined from $103 million in 1929 to $44 million in 1937. Some of this latter deo 
celine arose from changed practices with regard to rubber and other tropical products | 
purchased in the United States. There were sharp proportionate declines in many 
other groups of imports as well, but the absolute amounts were not as large as in 
the above two groups. The desiines in nonmetallic minerals and products and 
chemical and allied products were isss abrupt and to a greater extent were due to 
Lower prices. To some extent the declines in imports were the result of increased 
and more varied manufacturing capacities in Canada. In other respects they were 
directiy attributed to the greater reduction in capital investment in Canada in 
the years of recovery after the depression in contrast to the heavy expenditures on 
investment in the 1920's, 


Canadian exports to the United States did not fluctuate as widely as was 
the case with imports. The decline during the depression was less proportionately 
than the decline in imports, Exports in 1932 were about 32% of exports in 1929, 
whereas imports in the same year amounted to only 28% of imports in 1929. The ree 
vival in exports which, in 1937 amounted to 75% of the totel in 1929, was greater 
than in the case of imports which, in 193? oniy amounted to 53% of imports in 1929, 
The debit balance from merchandise trade was sharply reduced, cousequently, in the 
depression. It had been as high as $356 million in 1929, but in 1932 was $77 million 
and in 1933, $28 million. In 1937 it had ony expanded to $72 million but showed ; 
a sharp increass in 1938 as a result of the effects of the recession in the United 
States when sxports from Canada fell more sharp.y than Canadian imports. The debit 
balance on merchandise tirade amounted to $132 million in 1938. To a considerable : 
extent the Lower level of exports in 1937 was due to lower prices, While a reduced — 
volume contributed to much of the decline there were some important groups of come 
modities which were exported in greater volume. The decline in value was less sharps 
however, in exports of non-ferrous metals and non-metallis mineralse In contrast 
to the generai decline in exports of commodities was the outstanding y large increase 
in net exports of nor monetary goid which is not included in the commodity exports 
commentsd ono Goid production in Canada increased very rapidly and fairiy cone 
Sistently during the .930°s. The inereass in the prics of gold in the United 
States was a further contributor to higher receipts from non-monetary goido 


: 
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States during the 1930°s. To some extent the dssline in imports must be associated 
with the relatively lean period of investment in which it occurrede Both private 
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and publie investment in Canada were at a low ebb during and after the depression 
and there was consequently much less demand for imports of capital goods and many 

of the materials imported in ecomeection with investment in Canada. At the same 
time, however, United States demand for Canadian commodities was also abnormally 
low, because of the low level of incomes and economic activity in that country 
during most of the pre-war period following the depression, Prices of exports were 
also relatively lower than imports in eomparison with the pre-depression period, the 
terms of trade having moved unfavourably for Canada during the depression and having 
only recovered partly afters ~ 


Capital movements between Canada and the United States have followed 
fairly definite sourses in two distinet periods during the years under review. Bee 
tween 1927 and 1932 there were substantial imports of capital from the United States. 
These were particularly heavy between 1929 and 1931. In each year inflows from the 
exeess of new fliotations of Canadian bonds in the United States over issues retired 
there contributed to a large part of the movement as during this period American 
holdings of Canadian bonds increased very appreciably. There was a counter movement 
of capital arising mainly from the investment by Canadians in United States securitieso 
These Outflows were particularly substantial between 1926 and 1928 when Canadian hold@ 
ings of American stosks grew rapidly. Another important source of capital infiow a= 
rose from the reductions in the external assets of Canadian chartered banks. With= 
drawalsof these funds from New York were especially large in 1928 and 1929. Other 
eapital movements, arising ehiefly from the direet investment of American capital in 
branch and subsidiary eompanies in Canada, were also substantial. particularly be= 
tween 1929 and 1931. The net effect of these various movements of capital was that 
there was a predominantly inward flow of capital from the United States to Canada 
between 1927 and 1932. In 1926 and in certain earlier years inflows were exceeded 
by outflows from Canada for investment in securities. This inflow of capital from 
the United States between 1927 and 1932 provided an offset to some of the large sure 
rent account defisits which prevailed during these yearso Part of the current age 
eount deficits ean, of course, be attributed to some of the inflows of eapital since 
the heavy investment in Canada during this period eontributed to the high level of 
Canadian imports from the United States. 


The movement of capital from 1935 to the beginning of the war was pre@ 
dominantiy from Canada to the United States. In each year during this period ree 
tirements of Canadian securities in the United States exeeeded new issues by a wide 
margin. There were also outflows of eapital in connection with direct investments, 
both in the case of external investments in Canada and new Canadian direet invest= 
ments abroad, and infiows of capital in some years from insuranee company operations. 
The international trade in outstanding securities during the same period displayed 
less regularity, there being wide swings jn the volume and direction of the movement 
of capital from one year to anothero Consequently, the net movement from this group 
of transactions was to a large extent offsetting between 1933 and the beginning of 
the war, although the volume of the turnover of securities was very great. The pre- 
dominantly outward movements of capital between 1933 and 1939 occurred during a 
period when Canada's current account deficit with the United States was more mod= 
erate than had been the ease during the period of capital inflow. Consequently the 
above divergent movements of capital and the trend in the eurrent account with the 
United States lead to a smaller balance of debits from total eurrent and capital 
account transactions during the years between 1927 and 1932, and maintained a sub- 
stantial balance from total eurrent and capital transaetions during the period 1933 
to 1939, eapital debits during these latter years adding to a lower level of eure 
rent debits to produce quite substantial net debits with the United States from 


all transactions. 
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The source of foreign exchange which Canada was able to employ before the 
war to meet the consistently large requirements for United States dollars, arising 
from total current and capital transactions, was the balance of current credits 
from trade with overseas countries as has already been described. In each year 
there was a substantial surplus from overseas. Between 1926 and 1932 the group of 
overseas countries other than the United Kingdom was the source of current surplus- 
ses, since current transactions with the United Kingdom during each of these years, 
with the exception of 1926, resulted in a net debit. From 1933 on, however, there 
were also growing current account surplusses with the United Kingdom as well. But 


during the same years, the current surplus with other overseas countries was lower 
than had been the case prior to 1930. 
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POST-WAR OUTLOOK 
7} During the transitional years after the war there will be special needs 
for credits to fill the gaps which arise from the heavy current demands for com- 
modities during this period. The current accounts of many countries will be widely 
out of balance for a considerable period, because of the abnormal demands for food, 
paw material, capital equipment and other commodities and services which will exist 
during the transitional years. The international demands arising out of rehabili= 
tation needs will be very great. Besides the restoration of the physical damage 
“caused by the war, there is also the accumulation of unsatisfied demands during the 
wartime period and the replacement of capital equipment which has been badly de= 
preciated under wartime conditions. While in some cases these abnormal needs will 
be met by organizations such as UNRRA, there are other transitional requirements 
for commodities which will have to be paid for by the sountries receiving the come 
‘modities. Many of these countries have very limited international cash reserves and 
it will consequently be necessary for them to borrow in important countries of sup= 
ply like Canada, through credit facilities such as those set up under the Canadian 
Export Credits legislation. There will be also, for example, credits necessary to 
finance the large gap anticipated in the current accounts of the sterling area with 
Canada, for so long as sterling is not freely convertible, there will be a large 
shortage of Canadian dollars in the countries of the sterling area arising out of 
the heavy requirements for Canadian commodities which will greatly exceed the a- 
mount of commodities which Canada buys in these countrieso 


Canada has been a consistent exporter of capital on balance for over a 

decade. Each year since 1934 there has been a balance of eredits on current accounte 
Even before the war these credit balances, reflecting an outflow of capital from 
Canada, were substantial, being as high as $244 million in 1936, In the six years 
from 1934 to 1939 the credit balance on current account averaged $140 million per 
years Most of the export of capital during this period took the form of reductions 
in Canadian liabilities abroado Canadian bonds owned abroad were redeemed in sub= 
stantial amounts, Other liabilities were reduced and there was some expansion in 
Canadian assets abroad as well. During the war the credit balance on current ace 
count has grown very rapidly. In some of the later years of the war it has been 
_ approximately ten times the size immediately before the waro 


achievements are suggestive of Canada’s potentialities as an exporter. A net amual 
: export of capital much in excess of the preowar average would appear well within the 
productive and financial capacity of the country. The extent to which exports of 
- eapital from Canada expand after the war will depend to a large extent upon many 
circumstances, including the general background in which international economic ree 
lations are conducted, and future levels of Canadian imports, In an expanding 
world economy, Canada could occupy a prominent piace as an exporter of capitale 
The form which international lending takes after the war may be quite different 
from before the war. New circumstances and new requirements in the world economy 
are creating new methods and forms of international adjustmento 
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; While the circumstances behind this growth are abnorms!, the wartime 
E 
¢ ; 
g 
% 


Canada’s experience during the war has shown clearly how important it 
will be to have the general convertibility of currency restored. For as long as 
the conditions of exchange inconvertibility continues, there will be the problems 
of financing the large balances which resuit from eommercial relations with the two 
important currency areas, the sterling area and the United States dollar area. In 
the case of Canadian trade with the sterling area it will be necessary to provide 
credits to cover the balance arising from the large excess of exports over imports 
and other normal current and capital payments. Similarly, if large current account 
deficits with the United States are again experienced, these will have to be covered 
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by either imports of capital or the use of Canada’s liquid reserves of gold and 
convertible currencies. For so long as a period of inconvertibility of sterling 
into other currencies continues, there will have to be an entirely new type of 
background for conducting international trade. There is the hope, however, that 
conditions of this kind will prove to be only temporary and that eventually there 
will be a restoration of exchange convertibility and the multilateralism in trade 
which accompanies ite A system of multilateral trade in which currencies will ae 
gain be freely converted will permit international purchases to be made freely 
without regard to bilateral limitationse The expansive potentialities of intere 
national trade along multilateral lines stimulated by the international credits 
which will be needed to restore the world economy and by reductions in trade 
barriers would do much to raise incomes throughout the world and to expand the 
volume of international commerce. Under such conditions there would be no need 
for the restrictions and readjustments dictated by bilateralist situations. 


If, however, multilateralism is not restored in the near’ future, measures 
of a different character would have to be devised for settling the international 
balances which arise out of the current exchanges of goods and services between 
Canada and other countries. There are various ways in which a problem of this 
kind could be met. For instance, besides employing international credit, it would , 
be possible to reduce some of the gaps in international accounts by diverting 
trade into channels which do not create large current account balances. But it 
should be recognized that extreme adjustments along any one line would greatly 
alter the pattern of the economic relations which have developed in the past as 
a result of free economic growth, particularly between Canada and the United Kinge- 
dom and the United States. 


But diversions of trade would be particularly disrupting, if this cone 
dition of exchange inconvertibility which exists at the beginning of the post-war 
period turns out to be only a temporary obstruction to international trade. Divere 
sions of imports on a large scale would be a difficult and distasteful under taking 
for a country with a general pattern of trade like Canada’s, as it would entail 
the disturbance of many established commercial and industrial relations, It would 
be most undesirable to have disturbed normal commercial dealings which take place 
between nations because of relative advantages which there are in international 
trade. It would obviously be impossible to bring the Canadian balance of payments 
into equilibrium with either the sterling area or the United States dollar area 
without farereaching interference with the normal courses of trade. An early 
restoration of conditions of multilateralism accompanied by the expansive effects 
anticipated from such a development would provide an international background more 
suitable to the structure of the Canadian balance of international payments. The 
international monetary fund and the bank for reconstruction and development pro- 
posed by experts at Bretton Woods are institutions of the type needed to assist 
in creating the conditions which will make possible a restoration of multilaterale 
ismo The Canadian legislation for providing export credits will also be an 
important means of assisting trade during the transitional Years o 
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BRITISH AND FOREIGN CAPITAL INVESTED IN CANADA 
AND CANADIAN CAPITAL INVESTED ABROAD, 192621939 


British and Foreign Investments in Canada 


In the present bulletin the main features in Canada’s international ine 
vestment position before the war are presented. In a subsequent more comprehensive 
bulletin which it is planned will be issued in the near future, a more detailed an= 
alysis of external long-term investments in Canada and Canadian long-term invest= 
ments abroad will be made showing the main changes which have occurred during the 
ware At the end of 1939 total British and foreign investments in Canada were estie- 
mated at $6,926 million. While the exact distribution of ownership of this total is 
not known, an indication of the ownership is given by the countries in which the 
‘securities are held. Investments held in the United Kingdom were estimated at $2 , 466 
million. Besides including British owned investments this total also includes in- 
vestments held in the United Kingdom by nominees for residents of other countries. 
The value of investments held in the United States at the same time amounted %o 
$4,190 million. While generally indicative of American comership, this tota. also 
ineludes an indeterminable amount of securitiss held in the United States by nominees 
for residents of other countries. The remaining amount, $270 million, was owned in 
other overseas countries. The total imrestments in Ganada owned in these other 
countries would include, therefore, the $270 million plus the indeterminable amounts 
included in the British and United States totals shore 


Summary Non-Resident Investments 
in Canada = 192621959 


(Millions of Canadian Dollars ) 


1926 1930 1936 1959 
Held in United Kingdom 2,63603 2,76603 2,682.8 246509 
Held in United States By19603 465905 4549107 4519000 
Held in Other Countries 170.20 188 20 190.20 27000 
ss eee aa ee et Ae a le oe ee 
Total Non-Resident Investments 6,00206 7561508 7p36405 6592509 


The total of noneresiden’ investment in Canada in 1939 was considerably 
less than in earlier periods. Both the totais held in the United Kingdom and the 
United States were lower than in 1933, mainly as a result of the substantial retire~ 
ments of Canadian bonds and debentures held in these countries during the years ime 
mediately before the war when Canada had a surplus on current account and was ex= 
porting capital on balances The amount’ owned in other sountries in 1939 was higher 
than in earlier years as a result of the Saflew of capital from Europe %o Canada 
during the years immediately preceding the ware While the total of noneresident 
investments in 1939 was less than in either 1933 or 1930, it was still much larger 
than in 1926, the $6,926 million in 1939 sompesring with $6,003 million non-resident 
investment in Canada in 1926. 


More than half of the investment’ in Canada in 1939 was represented by bonds 
and debentures. This portion of the investment, amounting to about $3,500 million, 
gives rise to large contractual payments of interest requiring foreign exchange. 
Total interest paid in 1959 on Canadian bonds and debentures owned by non=residents 
of Canada amounted to about $136 million, the larger portion of which represents a 
payment to United States in Canada’s current account, This total of Canadian bonds 
and debentures owned abroad is however a relatively small pertion, about one-third, 
ef the total funded debt of the Canadian Governments and corporations which ap= 
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proximated ten billion dollars at the end of 1939, The portion of outstanding bonds | 
at the present time is even less as a result of repatriations during the war and the | 
great growth in Dominion Government bonds sold to Canadian residents during the ware 
Non-resident holdings ef goverrmment securities represented about $1,672 million of | 
tetal holdings of $3,500 million bonds outside of Canada. Holdings of Canadian | 
National Railway issues, estimated at $728 million in 1939 made up a large part of 
the remainder. 


Investments by noneresidents in Canadian businesses including the raile- 
ways total abeut $5,254 million. This investment is ef varying importance in dif-= 
ferent Canadian industries. British and foreign capital have been an important 
source of investment in many industries. There are some groups of industries where 
non-resident capital accounts for the predominant part of the total investment, but 
there are other groups where capital of Canadian origin accounts for the major part 
of the investment. While non-resident ownership of industries in the chemical and 
allied product group represented 79% of the total investment, the corresponding per= 
centage in ths textile group of industries ir only 17%. ‘The average percentage of 
non-resident’ ewnership in all manufacturing enterprises is 42%. The external in- 
vestment’ in mining and smelting companies was aise ef comparable proportions, a= 
mounting +o 42% of the total investment. In the case of railways the non-resident 
investments was 57%, while non-resident investment in companies and commissions oper- 
ating central electric stations was only about 25%. Only a very minor part ef the 
capital invested in merchandise comes from nen-resident sources, the percentage 
being 9. 


Percent of British and Fereign Omership 
of Canadian Industry = End of 1959. 


Type of Industry % of Non-Resident 
Ownership 
All Manufacturing enterprises 42 
Vegetables products 43 
Animal products 22 
Textiles A df 
Wood and paper preducts 47 
Iren and its products 34 
None-ferrous metals (1) a 
Nenometaliic minerals 46 
Chemicals and allied products 79 
Miscellaneous manufactures . 56 
Mining and Smelting companies (2) 40 
Railways and Other Utilities 45 
Steam railways 57 
Pewer Companies & Commissions 25 
Other Utilities 31 
Merchandising establishments 9 
Tetal ef all above concerns 58 
Financial Institutions 43 


(1) Includes smelting ef imported eres. 
(2) Smelting restricted te domestic eres. 
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es. An important part of the United States investments in Canada is represented 
by the so-called direct investments. These ars investments in branch, subsidiary and 
eontrolled companies and include the branch plants of American industries which opere 
‘ate in Canada. The total value of the investment in companies controlied in the 
United States at the end of 1939 was $1,919 million. More than half of this total, 
$984 million was in manufacturing esteblishments. American direct investments in 
public utilities were also heavy, the total invested in railways and public utilities 
controlled in the United States being $437 million. Investments in mining concerns 
‘controlled in the United States amounted to almost $200 million and merchandising 
and financing concerns controlled in the United States accounted for most of the ree 
mainder. 


Value of United States Investment in Canada 
in Companies controlled in the United States, 
December 31, 1959. 


(Millions of Dollars) 


Manufacturing 98307 
Mining 197.8 
Railways & Public Utilities 437 04 
Merchandising 119.3 
Financial tee 
Miscellaneous 5504 
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Portfolio investments in Canada owned in the United States amounted to 
about $2,186 million in 1939 apart from scattered individual holdings of securities 
included in the total American investment in branch, subsidiary and controlled 

_companiess Some of the iatter is made up of a large number of individual holdings 
of stocks and bonds in companies which are controlled in the United States and cone 

sequently specified as American direct investments in Canada. Most of the above 

total of portfolio investments is made up of holdings of Canadian bonds, which ae 
mounted to $1,809 million. In addition there is the indeterminable part of the 
__ American holdings of bonds of American controlled companies in Canada which might 
also properly be regarded as portfolio investments. The total bonds of American 

_ controlled companies held in the United States in "939 was $306 millions In addie- 

tion there were American holdings of stouke of Canadian controlled companies. The 

“book value of these in 1939 was $354 million, There was also an indeterminable a= 

“mount of the stock holdings of Canadian companies controlled in the United States 

“which are comparable to portfolio holdings and investments of $13 million in the 
capital stock of Canadian companies controlied in the United Kingdom and 6isewhere 
and various other small items. Miscellaneous investments in Canada, are estimated 

at $85 million. Included in this figure sre estimates of a great variety of non=- 

corporate assets in such forms as mortgages, agricultural lands, summer homes, pro= 
specting, estates and trusts and other assets administered for persons or corporations 
in the United States. 


British investments in Canada wers predominantly portfolio investments o 
“These amounted to $1,988 million and the major part of this total was made up of 
holdings of bonds. Total holdings of bonds in the United Kingdom were $1,315 mile 
lion at the end of 1939. This total inciudes the $52 million of bonds of companies 
controlled in the United Kingdom but excludes about $75 million of the first Dominion 
issues repatriated from the United Kingdom in the latter months of 1939. This was 
the first part of the official repatriations which was one of the earlier methods 
- employed in financing the British deficiency of Canadian dollars arising from the 
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ware The book value of British holdings of stock of Canadian controlled companies | 
was very large, amounting to about $660 million. A large part of this total was 
represented by holdings of railway stock. Other British portfolio investments in 
Canada included $55 million stock in Canadian companies controlled in the United 
States. British direct investments in Canada in branch, subsidiary and controlled 
companies totalled $366 millione The value of British holdings of capital stock 
of Canadian companies controlled in the United Kingdom made up $194 million of 
this total and the net assets of insurance companies and other corporation assets 
amounted to another $121 million. British investments in Canadian real estate, 
mortgages and various assets administered for British investors including the 
Canadian assets of British investment companies are estimated at $120 million. 


The major part of the investments of other overseas countries in Canada 
are made up of portfolio holdings. Of the total of $270 million which can be direc? 
attributed to other overseas countries, $71 million is made up of portfolio in- 
vestments of Canadian bonds and stocks. Direct investments in companies controlled 
in these countries totalled about $49 million. An estimate of miscellaneous assets 
ascounts for another $50 million. 


Changes in the Balance of’ Canadian Long-Term 
Indebtedness to Other Countries During the War. 


During the war there has been a very sharp reduction in the balance of 
Canadian indebtedness to the United Kingdom, whereas the balance of Canadian ine 
debtedness to the United States has increased appreciably. 


The change with respect to the United Kingdom position has, of course, 
arisen out of the financing of the British shortage of Canadian dollars ac= 
companying the swollen British wartime demands for food, munitions and raw mate 
erials in Canada. While Mutual Aid and the Billion Dollar Contribution provided 
the principal method of financing the British deficiency, there were other methods 
of a capital character employed earlier during the war which affect the balance of 
indebtedness. The first of these methods was the official repatriation of Dominion 
Government securities held in the United Kingdom. During the course of the of= 
ficial repatriation operations a total of more than $700 million of Dominion Govern 
ment and Canadian National Railway issues held in the United Kingdom were repurchase 
by the Canadian Government. Further reductions in British holdings of Canadian 
securities have arisen from other redemptions of securities and private repurchases 
of securities by Canadians through the security markets, The result of these of= 
ficial and private repatriations is that British holdings of Canadian Goverment 
Securities are now limited to relatively small amounts of provincial and municipal 
issues in addition to the variety of Canadian corporation securities which are 
still held in the United Kingdom. Changes in other British assets in Canada as, 
for instance, in British direct investments in subsidiary companies have been 
smaller. The result of these wartime changes is that British holdings are now 
concentrated in holdings of equity securities, rather than of bonds and deben- 
tures» While the book value of these holdings is substantial, market prices pre= 
vailing in recent years for some of the important holdings of stocks are much less 
than the book values. 


Another method of financing the British deficiency in Canada early in 
the war was through the accumulation of sterling balances by the Foreign Exchange 
Control Board. This method of financing was discontinued in 1942 with the approp= 
riation of one billion dollars by the Canadian parliament as a Contribution to the 
Government of the United Kingdom. During the same year the major part of the ac- 
cumulated sterling balances was converted into a loan of $700 million by the 
Canadian Government to the British Government. By the end of 1944 the amount of 
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the loan outstanding was approximately $625 million. 


oo 


In contrast to the reduction in Canadian indebtedness to the United King= 
‘dom has been an appreciable increase in Canadian indebtedness to the United States 


-ayising out of private capital movements. United States investments in Canada are 


now larger than before the war, whereas Canadian holdings of United States securi- 


» ties are smaller. 


The increased American investment in Canada has principally followed two 
courses. There has been a large increase in American portfolio holdings of Canadian 
bomds and debentures. In each year since 1942 there have been heavy American pure 
chases of Canadian outstanding securitiss, particularly government and government 
guaranteed bonds. These have considerably exceeded the total of retirements during 


‘the war of Canadian bonds owned in the United States. The other principal channel 


of investment has been the growth in value of American direct investment in branch 
and subsidiary companies in Canada. The major part of this increase in investments 


has been through the recinvestment in Canada of the earnings from the Canadian plantso 


At the same time Canadian holdings of United States securities are much 


lower now than at the beginning of the wer. There has been a steady liquidation of 


holdiugs arising from sales in American security markets by private investorso Most 
of these sales are sales of common and preference stock of United States companies. 
These changes in Canada’s assets and liabilities vis-aevis the United States have 


-eombined to increase appreciably the balance of Canadian Longeterm indebtedness to 


the United Stateso 
Basis of Valuations 


It is important to note ths basis of valuation employed in arriving at 
the statistics of British and foreign investment in Canada for no basis of vaulae 


tion is ideal for all purposes. In the case of bonds and debentures par values ex= 


pressed in Canadian dollars are shown, issues based in sterling or United States 


dollars being converted at the par of exchanges These values a:u more representative 


of the capital invested than are market values. In the case of stocks and other ine 


vestments in corporations the book values reflecting on the balance sheets of the 


Canadian companies are shown. This provides a more stable basis of valuations than 


do market values. In fact over a wids range of investments, particularly in the 


field of direct investments there is no market value available. The book value of 
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stoeks furthermore reflects the investment or diseinvestment of current earnings in 
Canada. The veluation bases employed are, therefore, not indicative of the liquidas 
tion value of the investments o 


A caleulation of the market values of stocks listed on the Canadian stock 
exthange shows when compared with book values, that the market value of United 
States holdings is much greater than the book value for the same group of stocks. 
Exactly the reverse appears when the lower value of British holdings of stocks are 
compared with book valueso In the case of British investments, market values in 
recent years have been much iower than the book values, mainly because of the pree 
dominance of holdings in railway stocks. In the case of bond issues market values 
would show considerably higher amounts than the par values in the case of many 
issues, particularly issues payable in United States dollars, because of the pre~ 
mium on this currency at the end of 1939. Sterling issues on the other hand would 


- have a lower value if calculated in Canadian dollars at the official rate of exe- 
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change at the end of 1959. 


Canadian investments abroad have been calculated in terms of Canadian 
dollars at market rates of exchange because of the necessity of expressing such a 
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variety of investments in common terms. While the market values of Canadian hold- 
ings of United States stocks at the end of 1939 were not widely different from the 
book values as shown on the balance sheets of the principal American companies whose 
stocks are held in Canada, there would be a wider difference between the market value 
of many of the Latin American and European bonds held and the par value at which 
these issues are shown. Marke’ values of this group of issues in the aggregate have. 
been very considerably depreciated for a period of years. | 


Canadian Investments in British 
_and Foreign Stosks and Bonds 


Canadian dirast and portfelic investments abroad totalled $1,340 million 
in 1959, The major part of this totel, $898 million, represents investments in the 
United States, while investments in the United Kingdom were $74 million, in other 
Empire countries $76 million, and in other foreign countries $292 million. These 
figures exclude the investments abroad of Canadian insurance companies and banks 
and official assets sush as cash balances, gold and intergovermmental creditse Also 
exciuded are relatively small amounts of miscellansous investments such as, real 
estate, mortgages, e%,, Which are not represented by securities and which are dif= 
ficult to evaluate, 

Direct investments, amounting to $621 million, made up almost half of the 
total. The larges’ pars of these, $397 million, was in the United States and a large 
part of the remainder, $129 million, was in other foreign sountriese I+ should be 
noted that some of these direct investments abroad are investments by Canadian com= 
panies in which thers ars varying degrees of non-resident interest. The amount of 
the direct investments in which there is a clear Canadian beneficial ownership would 
be considerably less than the total of ali direct investments of Canadian companieso 


Pertfolio investments in foreign securities valued at $719 million at the 
end of 1939 are divided between $511 million ef stocks and $208 million of bonds , 
the stocks being valued at book values and the bonds at par value. While the market 
values of most of the stocks had about the same aggregate value in 1939 as the book 
value, the market vaiue of many of the holdings of bonds was considerably less than 
the par vaiueo The figures shown for both stocks and bonds are the Canadian dollar 
equivalents of the value in United States deliars or other foreign currencies con= 
verted at current exchauge rates, Pertfolie investments in the United States ae 
mounted to $501 million, in the United Kingdom $43 million, in other Empire count= 
ries $22 million, and in other fersign countries $153 million. 


The external assets ef Canadian banks and insurance companies have been 
excluded as these assets must be considered in relation to the external liabilities 
of these concerns arising from their position outside of Canada. Canadian insur-= 
ance companies have large holdings of British, United States and foreign securi- 
ties but because of the fiduciary nature of the position the liabilities te the 
policy holders must be considered. Total liabilities eutside of Canada exceed 
tetal assets outside of Canada, This is possible because the assets underlying 
the reserve funds need not all be held in fereign securities, The relative dise 
tribution of assets and liabilities in some countries and currency areas is dife 
ferent from this however. In the United State, for example, assets exceed li- 
abilities, whereas in ths United Kingdom and some other areas the reverse is the 
case. The relative mobility end liquidity of many of the assets make this pessiblee 
Because of this situation and the limited significance in the distribution ef ine 
Surance assets by countries there have been no figures on insurance company invest- 
ments shown in the tables ef estimated Canadian investments abroad. 
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: STATISTICAL NOTES 


Merchandise Trade 
P 

While export and import statistics are the principal source used for this 
item they have been adjusted to bring them more into conformity with payments in the 
_ two currency areas into which the balance of payments statements are dividedo 


During the period when data on international payments for war supplies 
through official channels were available these have been substituted for the value 
‘of goods exported. Thus, in the years 1941 to 1944, British payments through of= 
‘ficial channels for war supplies and food, and payments by the United States governe- 
ment for war supplies and metals exported under the Hyde Park agreements have been 
entered as credits in the merchandise account rather than the value of the goods ex= 
ported. Similarly, in 1943 and 1944 the expenditures from the Mutual Aid Appropria= 
tion on account of the various countries are reflected rather than the commodities 
exported, Since war supplies purchased by the British and United States governments 
have been shipped to various destinations this substitution of financial data on 
payments for the value of goods shipped has been a major adjustment necessary in the 
eonstruction of balance of payments statements with the two currency areas for the 
years from 1941 to 1944. The figures in the merchandise item of the tables are ace 
cordingly indicative of international payments rather than of shipments of goods to 
the various countries and areaso Exports are also adjusted on account of whsat and 
other grain movements for storage. Adjustments have also been made for diversions 
of grain throughout the period 1926 to 1944. In the years from 1926 to 1930 these 

adjustments were particularly substantial when large amounts of wheat originally re- 
corded as exported to the United Kingdom wore eventually sold in Continental Europe. 
The adjustments made take the form of deductions from recorded exports to the United 
Kingdom and additions to recorded exports to other countries, Trade between Canada 
and Newfoundland has been excluded and shipments of merchandise on Canadian account 
_ such as equipment and supplies for the Canadian forces overseas, Red Cross supplies 
and private gifts have also been deducted from the exports as no foreign exchange 
accrues from these transactionso 


= 
2 Imports of merchandise into Canada for the account of British or Allied 
_ Governments have also been deducted from the trade figures. These deductions cover 


such imports as goods which the British government has shipped to Canada as part of 
its contribution to the Combined Air Training Organization and equipment and sup= 
plies for the R. Ao Fe Special Schools in Canada before their absorption into the 
Combined Organization. Imports from the United States which have been deducted, are 
principally made up of aircraft, aircraft engines and parts and other military equip= 
ment, and materials for British or Allied organizations in Canada which are not paid 
for by Canada. Imports are adjusted for warehousing and for over-valuetione In 1943 
and 1944 payments made on account by the Canadian government for military equipment 
and supplies purchased in the United States under the "Canpay" procedure are reflected 
in the item of imports from the United States rather than the goods imported during 
the period. Under this procedure certain goods wers purchased from the government of 
the United States through the Office of Lend Lease Administration for reasons of pro- 


curement and priority. 
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As a result of these adjustments, the merchandise item is more representative 
of the international payments made between Canada and the various countries and areas 
shown, particularly during the wartime yearso There is still, however, the possibil= 
ity of divergencies between the time of payment and the time of import or export in 
the large volume of trade which continues to flow through private channels although 


some adjustment for these in the case of intracompany transactions appears elsewhere 
in the balance of paymentso 
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Net Exports of Non-Mone tary Gold ‘ 


This item is the value of "Net Exports of Non-Monetary Gold" as computed 
by the Bank of Canada and explained on page 152 of the September, 1939, Bank of 
Canada Statistical Summary. The figures correspond roughly to the value of current 
production in Canada. The total net exports have been shown in the current account 
with the United States although in the preowar period, for instance, there were 
some exports of gold coin to overseas countries arising out of temporary market cone 
ditions in which there was a premium on the price of foreign gold coins. One reason 
for the procedure followed of showing all non-monetary gold in the current account © 
with the United States was to show a current account with the United Kingdom in these 
years which is more representative of the more normal commercial trade between Canada 
and the United Kingdom than is the case when exports of gold coin are included. At - 
the same time the United States has been the principal market for the world’s gold 
production. Then, too, as gold is interchangeable with United States dollars, gold 
along with holdings of United States dollars has constituted Canada’s liquid reserve 
of convertible exshange during the war, changes in which are entered in the capita 
account 


Tourist Expenditures 


Estimates of tourist expenditures have been greatiy improved in recent 
yearso Through the co-operation with the Dominion Bureau of Statistics of the 
Customs Division of the Department of National Revenue and the Immigration Branch 
of the Department of Mines and Resources new methods of estimating tourist expendi 
tures, first introduced in 1940, have resulted in a greater volume of data than was 
formerly available. In 1941, a more extensive organization of tourist statistics 
prosedure was undertaken. Progress was made, especially in the estimation of the 
expenditures of automobils tourists. A more uniformly classified count of the aut- 
omobile traffic was obtained as a basic record of traffic, In addition, larger and 
more representative samples of tourist expenditures were collected. In 1943, 82% 
ef all the United States motorists entering Canada on a travellers’ vehicle permit 
reported their total expenditures in Canada. At the same time, a sample of ap= 
proximately 52% was obtained from short=term local United States tourists crossing 
into Canada. Virtually all of the expenditures of Canadian motorists in the United 
States were also covered by a sample which exceeded 97% of the total traffic. 


The estimates of expenditures in the years 1926-1939 have been revised in 
the light of information accumulated in resent years, whereas the estimates for 
1940-1944 directly reflect the new procedure devaloped in 1941. In the revision of — 
the preewar years the new data on expenditures accumulated during the war have been 
related ts the statistics on the volume of traffic before the ware Since this 
method has some arbitrary aspects the resulting estimates for the pre-war years have 
not as substantial s basis as the estimates for later years. It is believed, however, 
that they ere fairly representat: ve of the level of expenditures in the preewar yearse 
The new estimates point to mush lower levels of expenditures in the preowar years » 
partisuiar.y in the case of expenditures of United States travellers in Canada, than 
the estimates originally published. 
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Interest and Dividends on Securities 

This item is limited to interest on bonds and debentures and dividends 
paid on stock, The sarnings of externally owned concerns which are reinvested in 
Canada are not included. Some remittances of income on investments other than 
securities, for which data are available for the period from 1940 to 1944 for the 
first time, have been ineluded in the item "All Other Current Transactions", 


- 
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Estimates of these miscellaneous income items have been included in the latter item 
for the pre-war years as well. 


Revenue accruing to residents of enemy occupied and proscribed territory 


from investments in Canada, is entered as 4 debit in the interest and dividend item, 


and offset by a credit entry in the capital account. 


Freight and Shipping 


This item includes estimates covering ocean shipping operations » freight 


paid to United States railways on imports, inland freight earned by Canadian trans- 


portation companies carrying exports to the United States border or Canadian ocean 
ports, revenue received by Canada from intransit traffic, and payments for marine 
and warerisk insurance on goods imported into Canada from overseas. The accounts 
between the two currency areas have been adjusted to allow for the Us S. dollar 
cost of prepaid freight on exports to the Sterling Areas 


Ocean shipping transactions include: freight paid to British or foreign 
ships on imports, expenditures abroad on account of Canadian ships, payments by 
Canadian companies for the charter of British or foreign ships, earnings of CGana= 
dian ships on exports and on traffic between foreign ports, revenue of Canadian 
companies from the charter of ships and expenditures in Canada on account of British 
and foreign shipse 


All Other Current Transactions 


This item includes government expenditures, a wide range of miscellaneous 
transactions mostly in the field of services, and some unusual transactions which 
have occurred during the war, and which are not readily classified in any other item. 
In comparisons of this item from one year to another, its varied composition should 
be taken into consideration. The treatment of some types of transactions also varies 
during the period, the net balance being entered in some years and the gross trans= 
actions in others. 


Govermment expenditures are more important in the years 1941-1944 than in 
previous years and represent the bulk of the item in the aceount with Empire Counte 
ries in these years. The expenditures of the Dominion government in connection wi th 
the maintenance of the Canadian armed forces overseas is the most important part of 
the government expenditures among the debits, and the expenditures of the British 
government on air training and other wartime activities in Canada, and the expendi= 
tures of Australia and New Zealand on air training are the most important among the 
credit entries for government expenditures in the account with Empire Countrieso 
Payments by the Canadian government for imports of goods and by the British or 
Allied governments for goods exported, are, of course, not included in this item as 
they are part of the item "Merchandise Trade", Nor does this item include govern= 
ment transactions belonging to the gapital account such as official repatriations , 
changes in official balances and capital expenditures by the United Kingdom Govern 
mento 


Also included are variable transactions such as Newfoundland's balance of 
United States dollar receipts which, from 1941 to 1944, were heavier than usual 
chiefly owing to the expenditures of the United States Government on bases in Newe 
foundland, The expenditures of the United States Goverment on the Alaska Highway 
and other developments in Canada are also an important source of eredits included 
from 1942: to 1944. In 1943 these expenditures were so heavy that they became a 
dominant element in the credit itemo In 1944 an important part of other current 
debits in the account with the United States is made up of special payments to the 
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United States Treasury to cover the repurchase of air fields and telephone line and 
other settlements. p 


Among the miscellaneous transactions which have been consolidated into 
this item are personal and immigrant remittances, religious and benevolent remit= 
tances, war funds and other private remittances to the armed forces overseas, motion ~ 
picture and other royaities, earnings of Canadian residents employed in the United 
States and United States residents employed in Canada, commercial and financial 
services, telegraph and cable, professional, technical and management services, 
operating expenses of offices and agencies, and other sundry services. While these 
personal remittances and service transactions constituted the bulk of the item bee 
fore the war they now represent a minor part due to the great expansion in govern= 
ment expenditurss on services mentioned above, 


The item also includes miscellaneous remittances of income for which data 
first became available from sources developed in 1940. These remittances cover in« 
terest on mortgages and loans, rents, crop share rentals, profits from speculation 
and certain types of business, income received by Canadians from foreign estates 
and trusts, etc. Estimates of this miscellaneous income have been included for the 
pre-war years as wello ; 


Balancing Item 


This is a baiancing item between the current and capital accounts, and is 
a reflection of errors or omissions in the statements since ina perfect balance of 
payments statement, the net balances in the current account and the capital account 
wouid exactly offset one another, In the years 1940 to 1944 this relationship exists 
in the accounts with the Empire and the Non-Empire as well as in the statement with 
all countries due to exchange control and the consequent existence of two distinct 
accounts, In statements for the years 1937 to 1939 this relationship only applies 
to the account with all countries since in the period before exchange control, 
balances in the account with sterling area countries were freely convertible into 
United States dollars, 
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CANADIAN BALANCE OF INTER NATIONAL PAYMENTS 
Table I = Current Account Between Canada and All Countries, 192601944 
(Millions of Dollars) 
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Current Net Balance 
: Current Expendi= on Current 
Year Receipts tures Account 
ET FE ie s's 0 bee SiGe ess eee 1,665 1,538 + 127 
Be eles teddies Ub sdSscceeesoe 1,633 1,643 | = 10 
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M929 wc ccc ces scesscsevcsc0ses 1,646 LOST - = 811 
1930 ceccvvceveccccovrscronv0ee 1,297 1,634 = 357 
MOS. cccccc ccc cece rcss0s 906000 972 1,146 e 174 
1932 ~ eeeeoeovo0o0eoxvas PEBGDTH2X56H OOO 808 904 a 96 
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Table II = Geographical Distribution of the Balance on Current Account 
Between Canada and Other Countries, 1926-1944 


Net Receipts or Credits (+); Net Payments or Debits (~) 
(Millions of Dollars) 


‘Ary: : United (2) Other ‘2? United (3) 

Countries Kingdom ephr Bete States 
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e908200900880 a 126 cu 137 + 105 kad 116 
@0009900080 ce 149 raf $43 + 98 sa 292 
eoee%74900880 + 491 a 734 + 75 = 518 
eooeseoceve +b. 1OT + 1,225 + 58 = 180 
1943 A SPP ee + 1,206 + 1,149 ri 76 = 19 
easy + 997 + 746 # 234 + 17 
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(1) Excluding wheat exports diverted to other overseas countries, and exports of 
gold. 

(2) Including estimated wheat sold in European Countries o 

(3) Including all net exports of nonemonetary goido 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
pest iicianetincelv Batiste Sfauta-a sah. haaalamemineaisin ed aStriteaabe ae seo 


Table VII - Transactions Between Canada and All Countries, 1937-1944 
(Millions of Canadian Dollars) 


A, CREDITS = WITH ALL COUNTRIES 
Merchandise exports adjusted 


Net exports of non-monetary gold 


Tourist and travel expenditures 
Interest and dividends 

Freight and shipping 

All other current credits 


Total Current Credits 


Special Gold Transactions (2) 
Capital Credits 


B. DEBITS = WITH ALL COUNTRIES 


Merchandise imports adjusted 
Tourist and travel expenditures 
Interest and dividends 

Freight and shipping 

All other current debits 


Total Current Debits 


Special Gold Transactions (2) 
Capital Debits 

Billion Dollar Contribution 
Mutual Aid 


NET BALANCES = WITH ALL 
COUNTRIES 

Merchandise trade adjusted 

Net exports of non-monetary gold 

Tourist and travel expenditures 

Interest and dividends 

Freight and shipping 

All other current transactions 


Ce 


Total Current Account 


Special Gold Transactions (2) 
Capital Accounts 

Billion Dollar Contribution 
Mutual Aid i 

Balancing Item (1) 


(1) This balancing item reflects possible errors and the omission of 


1937 


1,041 
145 
166 


oe 


oe 


mide 
=> 
“= 


= 8 
~- 180 


= 100 = 126 = 149 = 491 =-1,109 


which cannot be measured statistically. 


(2) 


1938 1939 1940 1941 1942 1943 1944 
844 906 1,202 1,732 2,515 3,050 3,583 
161 184° 203 204° 184 ©142 ae 
149 "149" 4045 448 81 88 lam 

66 ©. $7 952 | 66 67 59 71 
95 102 188 185 221 288 Sie 
46 59. 77 166. 308 ~ 437) aReum 
1,361 1,457 1,776 2,458 3,376. 4,064 4,536 

> 2m SAG Fe 23 143 55 
458 558 283 566 1,235 677 689 
649 713 1,006 1,264 1,406 1,579 1,398 

86 = el. Es. Ban 26 36 58 
307 306 313 286 270 261 926M 
105 119 182 167 . 228 294 seam 
114112 133 229-345 688_:1, 575 

1,261 1,331 1,627 1,967 2,275 2,858 3,589 

= On gag wes ae US: 55 
570 694 471 1,063 1,343 1,360 74am 

= - ze - 2,000 ‘cm : 

= = ~ = - 512 936 

+ 195 + 193 + 196 + 468 +1,109 +1,471 +2,185 
+ 161 + 184 + 203 + 204 + 184 + 142 + 110 
+ 63 + 68+ 6Gl+ 904+ 554+ 524 53 
~ 241 = 249 = 261 = 226 = 203 = 202 - 193 
-.10= 174 64 185 7 = gee 
~ 68= 53 = 56= 63 = 37 = 251 «1,230 
+ 100 + 126 + 149 + 491 #1,101 +1,206 + 997 
~ 112 = 136°= 188 - 497 = 108 — 683 = Sm 
- - o < 2a1,0008 oo 
- - - - - <= §12 — omg 
i LZ ee 10 oR SS Oe Gd Tete FF 4 


#1,206 = 997 ; 


certain factors 


This represents gold or United States dollars received from the United Kingdom 


in part settlement of her deficiency with Canada, and used in turn to settle 
part of Canada's deficiency with the United States, 


2 37 = 


CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
‘ Tabie VIII © Transactions Betwoen Canada and Enpire Countries, 1937-1944 
& (Millions of Canadian Dollars) 


v4 1937 1938 1939 1940 1941 1942 1943 1944 
‘A. CREDITS =» WITH EMPIRE COUNTRIES 


Merchandise exports adjusted 493 442 486 6991,098 1,541 1,763 1,970 
Tourist and travel expenditures 12 10 9 6 $s 2 1 2 
Interest and dividends ? 5 5 3 5 7 5 9 
Freight and shipping 45 43 48 76 8 =119 127 148 169 
War Services © 2 ° 20 74 130 128 128 
All other current credits 8 pase 18 22 ae ol eee 
Total Current Credits 565 508 502 822 1,321 1,826 2,966 2,307 
Capital Credits 118 102 97 136 182 884 20 146 
-B. DEBITS - WITH EMPIRE COUNTRIES 
Merchandise imports adjusted 235 184 i777 236 279 226 200 196 
Tourist and travel expenditures 18 17 13 3 3 2 2 2 
Interest and dividends 87 83 80 76 68 51 52 56 
Freight and shipping 47 34 359 36 36 49 47 33 
Canadian Overseas expenditures <3 2 2 29 97 191 499 1,985 
All other current debits 19 19 | 17 28 35, 58 50 56 
Total Current Debits 406 337 $26 403 516 557 850 2,428 
Spesial Gold Transactions (2) o «3 2 248 © 25 143 55 
Capital Debits 14¢ 155 180 . 330 990 1,129 586 144 
Billion Dollar Contribution = 2 “2 = = 1,000 e Say 
Mutual Aid 2 © - > ° © 503-834 
Co NET BALANCES © WITH EMPIRE 
; COUNTRIES 
_ Merchandise trade adjusted + 258 + 258 + 259 + 463 + 819 +1,315 +1,563 +1,774 
Tourist and travel expenditures = 6@s= To -44+ 3 = eo 2S 
" Interest and dividenas 29580 e..78 = 78.4 Vote Tee 84s Bee 
Freight and shipping -— 2s Ose 44 40> BSF PTS ee Ul F cies 
BAl1 other current transactions 2 Ji~ W- 8+ i= 34=_ 802 4002 964 
ptotal Current Account * 159 + 17L + 176 + 419 + 805 #1,269 #1,216 + 879 
- Special Goid Transactions \2) i te St 2G 248" ~“S cees = GE Tete 
Capital Account = 240 83 — 83 4214-809 = 245=- 5664. 2 
_ Billion Dollar Contribution o 2 = = = «1,000 ae -~ ° 
_ Mutual Aid x 2 6 ~ ~ 3 = oc 503 6 834 
Balansing Item(+) Datmiidewiinae 45 a Sa Che Aes 


@ 419 = 805 01,269 91,216 = 879 


eer 


() This balancing item reflects possible errors and ths omission of certain fastors 
which cannot bs measured statistically, In the statements of transastions with 
Empire Countries and with Non-Empire Countries it reflects mtilateral settle- 


ments in the period before exchanges control» 


Git Os. nlee e aee 


¥ 


(2) This represents gold and United States dollars received from the United Kingdom 
in part settlement of her deficiency with Canada, and used in turn to settie 
part of Canada’s deficiensy with the United States. 


ee 


CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Tebie IX = Current Transactions Between Canada and the United Kingdom, 1937-1944 x 


(Millions of Canadian Dollars) 
1937 1938 1939 1940 1941 1942 1943 1944 


A. CURRENT CREDITS = WITH THE 
UNITED KINGDOM 


Merchandiss exports adjusted 385 337 332 542 14 1,424 1,636 1,796 | 
Tourist and travel expenditures 11 8 ie 5 2 2 if 2 
Interest and dividends 2 2 2 "ge 4 S 4 og 
Freight and shipping 38 34 34 60 110 114 128 139 
All other current credits 8 8 9 27 63 112 120 118 
Total Current Credits 444 389 384 636 1,093 1,657 1,889 2,063 


B. CURRENT DEBITS ~ WITH THE 
UNITED KINGDOM 


Merchandise imports adjusted 148° 119 106°-°135 . 137 116 100 94 


Tourist and Travel expenditures 16 15 ile § 2 Z 2 “2 ae 
Interest and dividends 85 81 78 74 66 50 51 55 
Freight and shipping 43i-' = 30) “286, ht Se wees 41 40 ~° 28 
Ail other current debits 17 L7 16 Bai keg gen 547 1,138 
Total Current Debits S09 262 247 293 £359 434 740 1,317 


Co NET CURRENT BALANCES » WITH 
THE UNITED KINGDOM 


Merchandise trade adjusted + 257 + 218 * 226 + 409 + 777 41,308 41,536 1,702 


Tourist and travel expenditures = 5-2 T= 4+ 3: oa | o = ike = 

Interest and dividends © 88 = 79=° 768 722 G28 45= 47 <5) 4 
Freight and shipping oe: Ba he - 2 28 + 82 + 75 + —88 & 1p 
All other current transactions = 9-2 92 7. 256 632+ 113 = 427 21,020 
Total Current Account + 155 + 127 + 137 + 343 + 734 41,223 41,149 + 746 


CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


“Table X - Current Transactions Between Canada and Other Empire Countries, 1937-1944 
(Millions of Canadian Dollars) 


(1) Less than $500,000 


1937 1938 1939 1940 1941 1942 1943 1944 
A. CURRENT CREDITS = WITH 
OTHER EMPIRE COUNTRIES 
Merchandise exports adjusted 1080 105%, ©1045) 157 « 16408 1i7 127 174 
Tourist and travel expenditures a 2 2 1 Toe (2) (1) (1) 
Interest and dividends 5 3 3 uh a! 2 1 oe 
Freight and shipping 7 9 9 16 9 13 20 30 
All other current credits (3) ee C1) ee (1) a7 33 37 29 39 
petal Current Bene 121 119 118 186 228 169 177. 244 
‘B. CURRENT DEBITS = WITH 
OTHER EMPIRE COUNTRIES 
Merchandise imports adjusted 87 65 71 #103 142 = 110 100 102 
Tourist and travel expenditures 2 2 2 5 Te (2) (1) (1) 
Interest and dividends 2: 2 2 2 2 1 1 1 
Freight and shipping 4 &, 3 4. 8 8 7 § 
All other current debits 2 2 d wate gch 4. 4 2 3 
Total Current Debits 97 75 79. 120 ped 75125 110 111 
C. NET CURRENT BALANCES = WITH 
OTHER EMPIRE COUNTRIES 
_ Merchandise trade adjusted + 21+ 40+ 33+ B+ 42+ Te 274 FT 
Tourist and travel expenditures <= 1 © A a o- ‘2 ‘ 
Interest and dividends + Oe 1+ tle leo joe came * 2° = 
Freight and shipping - 3 + cit, G(s ADS Plt “Bsa 7is 4) eo 
Bll other current transactions - 2°e ome la let 8295F "S55 eee 36 
‘Total Current Account +) 94 4 84a 39 4°76 + TE 4 46% G7t 133 


a aT 


& 400 


CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Table XI © Transactions Between Canada and Non-Empire Countries, 1937-1944, 


(Millions of Canadian Dollars) 
1937 1938 1939 1940 1941 1942 1943 1944 
A. CREDITS = WITH NON-EMPIRE 


COUNTRIES - - i: 
Merchandise exports adjusted | o48 4402 470 503 634 974 1,287 1,613 
Net exports of non-monetary gold 145 162 184 208 204 184 142 120 
Tourist and travel expenditures 154 139 £140 98 108 79 87 109 
Interest and dividends 69 61 S2 49 55 60 54 62 
Freight and shipping 67 52 59 62 66 94 140 147 
All other current credits Set Somes es, ects ome ee 
Total Current Credits 1,028 853 955 954 1,137 1,550 1,998 2,229 
Special Gold Transactions (2) + ee 2 249 “=. Seer igs eee 
Capital Credits 504 356 461 167 3885 351 # 657 543 
B. DEBITS = WITH NON-EMPIRE 

COUNTRIES eee ee Ae * 
Merchandise imports adjusted S41 465 536 770 985 1,180 1,379 1,202: 
Tourist and travel expenditures 69 69 68 40 18 24 54 56 
Interest and dividends 215 224 226 237 218 219 209 208 
Freight and shipping 90 71 80 96 1381 179 247 211 
All other current debits oe 95 «) 95  « 8lén4»90.. 216 ...359 434 
Total Currant Debits 1,007 924 1,005 1,224 1,451 1,718 2,908 optus 
Capital Debits 652 415 514 141 75 214 774 602 
Mutual Aid 2 2 e 2 2 2 9 102 
Co NET BALANCES = WITH NON-EMPIRE 

-COUNTRIES 
Merchandise trade adjusted + “T- 63 = 66 © 267 = 351 = 206 = 92 + 41) 
Net exports of non-monetary gold + 145 + 161 + 184 + 203 + 204 + 184 + 142 + 110 
Tourist and travel expenditures + 85 + 70 + 72 4 56° -90r 4) Shr+t Shrs ae 
Interest and dividends @ 146 = 163 ‘= 174 <= 188 = 163 = 159 = 155 - 146 
Freight and shipping eo 26 19e© 21- 346 65 = 85 = 107 = 64 
All other current transactions 240 2 5S’ 45> 42 = .29 + 43 +149 o 246 
Total Current Account + 212 Tle 50 © 270 = $146 168 10 + 118 
Special Gold Transactions (2) e oe + 24248 -< #* 23 +143 + SE 
Capital Account - 148 = 59 = 53 + 26 +312 +137 = 117 = 59 
Mutual Aid = = ow = = “ae "Oo "er g02 
Balancing Item(2) (1) (1) 0h) =, 4h, 258 


+270 +314 +168 + 10 +118 


Steet neni tnt smi nes anc ses sadacilindt, 


(1) This balancing item reflects possible érrors and the omission of certain factor 
which cannot be measured Statistically. In the statements of transactions with 
Empire Countries and with Non-Empirs Countries it reflects multilateral settle- 


ments in the period before exchange control, 


(2) This represents gold and United States dollars recsived from the United Kingdom 


in part settlement of her deficiency with Canada, and used in turn to settle 
part of Canada’s deficiency with the United States. 


a ee 


Oaee | * in elie bee? 


aay 
CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
Table XII - Current Transactions Between Canada and thé United States, 193721944 


(Millions of Canadian Dollars) 
1937 1938 1939 1940 1941 1942 19435 i944 


A. CREDITS = WITH THE UNITED STATES 


Merchandise exports adjusted 391 268 344 #424 566 911 1,224 1,444 
Net exports of non-monetary gold 145 161 184 203 204 164 142 110 
Tourist and travel expenditures 149 134 137 98 107 79 87 109 
Interest and dividends 31 25 rae f 29 39 43 34 42 
Freight and shipping 45 39 46 49 64 92 137 #1140 


All other current sredits 42 36 42 $1 65 152 274 176 


Total Current Credits 803 663 780 834 1,045 1,461 1,898 2,021 
B. DEBITS = WITH THE UNITED STATES 


Merchandise imports adjusted 463 400 472 702 910 1,116 1,311 1,115 


Tourist and travel expenditures 65 66 67 40 18 24 34 56 

Interest and dividends 211 218 220 250 214 215 205 203 

Freight and shipping 68 55 61 78, Gl. 279, 247 sols 
All other current debits 73 oO 76 78 90 107 120 4231) 
_ Total Current Debits 880 812 896 1,126 1,363 1,641 1,917 2,004 


(. NET BALANCES - WITH THE 
UNITED STATES 


g Merchandise trade adjusted 2 72 @ 132 = 128 » 278 = 344 = 205 = 87 + 351 

Net exports of non-monetary gold + 145 + 161 + 184 + 203 + 204 + 184 + 142 + 110 
Tourist and travel expenditures + 84+ 68 + 70+ 58+ 89 + 55+ 554 58 
Interest and dividends ~» 180 = 193 = 193 = 204 = 175 = 172 = 171 = 161 

_ Freight and shipping Eo Se eee a 29 Serra oye aoe te 
All other current transactions = Ble, ST = 934 = 42 2 26 + 45 + 15e = 645 

z Total Current Account = 77 - 449 « 116 = 292 - $18 = 180 = 19+ 17 

9 

¥ NT A I LI LE A I I AE ES ar NA 


(1) Includes $280 million special payments to U. S. Treasury. 


om 42 « 
CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Table AIII » Current Transactions Between Canada and Other Foreign Countries, 
193721944 


(Millions of Canadian Dollars) 
1937 1938 1939 1940 1941 1942 1943 1944 


A. CREDITS = WITH OTHER 
FOREIGN COUNTRIES 


Merchandise exports adjusted 157 134 126 re) 68 63 63 169 


Tourist and travel expenditures 5 5 Su (a Cn Ce) (1) 
Interest and dividends 38 36 20 20 16 17 20 20 
Freight and shipping ae 13 _ 13 13 2 ra 3 3 
All other current credits 3 2 8 8 5 i 14 12 
Total Current Credits 625 190 175 120 92 89 100 208 


Bo DEBITS » WITH OTHER 
FOREIGN COUNTRIES 


Merchandise imports adjusted 78 65 64 68 75 64 68 89 
Tourist and travel expenditures 4 3 bo SC) eee (1) 
Interest and dividends 4 6 6 4 4 4 4 5 
Freight and shipping 22 16 19 Is >.) -(@) oats) (2) 
All other current debits i9 22 19 8 9 9 19 13 
Total Currents Debits Ag Liz 109 98 88 fis 91 107 
Co NET BALANCES = WITH OTHER 
FOREIGN COUNTRIES 

Merchandise trade adjusted e979 # 69 ot 62 He Moerinire (ab parece 
Tourist and travel expenditures+ 1 + 2 + 2 ae eo = bal - 
Interest and dividends te Sd ube- GOog ie RO. LGW OE ee ik ee a ee 
Freight and shipping ea Tm le OG pe Ee SOO eR oe ee 
All other current transactions = 16 = 20 = il ee 42 jf = § «# 3 
Total Current Aceount +. 98 — +. 789 #866 A 2e s+.) a oee 1 ee ee 


I I AE AT TINE CT A A I A A A NTS EE ree 


(1) Less than $500,000 


(2) Included in amount shom for United States 


SPigen 


q 
; 
-. ESTIMATED CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
4 Table XIV = Preliminary Statement, 1944 
7 (Millions of Canadian Dollars) 
Credits Debits Net 
A. Canada and All Countries 
Current Account 
Merchandise trade adjusted — 3,583 1,398 + 2,185 
Net exports of non-monetary gold 110 = +e 110 
Tourist and travel expenditurss lee 58 a (53 
Interest and dividends TL 264 o 193 
Freight and shipping 316 244 *- tate 
All other current transactions 545 ile isy fs. » 1,230 
Totals = Current Account 4,536 3,999 to 904, 
Special U. S. Dollar transactions (2) 55 55 = 
Capital Movements ' 689 746 ‘= 57 
Mutual Aid ‘2 936 =» 936 
Bedanoine Item) = 4 ps 4 
5,280 5,280 
Be Canada and Empire Countries 
3 Current Account 
Merchandise trade adjusted 1,970 196 + 1,774 
Tourist and travel expenditures 2 (i = 
Interest and dividends 9 56 = 47 
Freight and shipping 169 33 : + 156 
War Services 128 1,085 » 957 
Other current transactions ae 56 = af 


Totals - Current Account:= : 
United Kingdom 2,063 1,517 
Other Empire Countries 


RA GE SABA R ESS BEI ac 08 


3 All Empire Countries 2,307 1,428 + 879 
4 Special Uo S. Dollar transactions) = 55 2 55 
i Capital Movements Raa 144 cae 

Mutual Aid (2) = 834. ~ 834 
q : Balancing Item 8 = + 8 
' 2,461 2,461 


This balancing item reflects possible errors and the omission of certain factors 


(1) 
\ which cannot be measured statisticallyo 
a (2) This represents United States dollars received from the United Kingdom in part 


settlement of her deficiensy with Canada. = 


- 44 = 


ESTIMATED CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Table XIV = Preliminary Statement, 1944 = Concluded 


(Millions of Canadian Dollars) 


Credits Debits Net 
Co Canada and Non-Empire Countries 

Current Account 
Merchandise trade adjusted VeOLe 1,202 * 411 
Net exports of non-monetary gold 110 =: - + 110 
Tourist and travel expenditures 109 56 + ~83. 
Interest and dividends 62 208 ‘o 146 
Freight and shipping 147 211 — o 64 
All other current transactions 188 434 (3 = 246 

re 
Totals = Current Accounts= ss 

United States 2,021 2,004 cal! of 3 
Other Foreign Countries 208 107 * 101 
All Non-Empire Countries 2,229 2,111 118 
Special U. S. Dollar transactions (2) 55 = ‘* 55 
Capital Movements ' 543 602 = 59 
Mutual Aid = 102 = 102 
Balancing Item(1) _ 12 mi eeae 


(1) This balancing item reflects possible errors and the omission of 
certain factors which cannot be measured statistically. 


(2) This represents United States dollars received from the United Kingdom 
in part settlement of her deficiency with Canada. 


(3) Including $280 million special payments to United States Treasury. 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


‘Table XV e Capital Transactions Between Canada and Empire Countries, 1939-1944 
(Millions of Canadian Dollars) 


1939 1940 1941 1942 1943 1944 


Capital Credits 


Decrease in £ balances - - 2 818 = 4 
Other credits 97 116 181 66 20 142 
Total credits 97 116 181 884 20 146 


Capital Debits 


Private transactions 306.4 “141 74 59 71 83 
Official transactions - ; : 
Repatriation of securities 75 137 188 296 & 2 
Repatriation of production 
Assets = Fixed capital = = = = 205 me 
Working capital = = = = 190 = 
Increase in £ balances ~ 82 728 2 = - 
Special loan to United 
Kingdom — = = = 700 = = 
Special payments = - = 74 116 57 
Total debits as above 180 3350 990 1,129 586 144 


Special Gold and United States 


Dollar Transactions 2 248 = 25 143 55 
Billion Doller Contribution = = = 1,000 = - 
Mutual Aid - = - = 503 834 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


fable XVII - Merchandise Trade Between Canada and Other Countries, 1933= 1944. 


: eee en ce 
t (Exclusive of gold and adjusted for balance of payments purposes) 
(Millions of Canadian Dollars) 
i : Empire None-Empire  - 
Credits from ay Sf ee United — Other United “Other — 
___Exports Countriss Total Kingdom Countries Total States Countries 
1933 $32 252 188 Act: 300 LTe 123 
1934 648 299 204 65 349 226 123 
1935 732 332 258 74 400 285 115 
1936 954 427 342 85 527 369 158 
1937 1,041 493 385 108 548 391 157 
1938 844 442 357 105 402 268 134 
1939 906 436 352 104 470 544 126 
1940 1,202 699 542 157 503 424 79 
1941 1,732 1,098 “914 184 634 566 68 
1942 2,515 1,542 1,424 117 974 “911 63 
1943 $3,050 1,763 1,656 127 1,287 15224 63 
1944 3, 583 1,970 1,796 174 1,613 1,444 169 
Debits for 
__ Imports 
1933 368 114 80 o4 254 205 49 
1934 484 146 103 43 538 278 60 
1935 526 166 110 56 3560 ooo 61 
1936 612 185 120 65 427 352 75 
1937 776 255 148 87 541 463 78 
1938 649 184 119 65 465 400 65 
1939 Tis 177 106 Al 536 472 64 
1940 1,006 236 133 103 770 702 68 
1941 1,264 279 137 142 “985 “910 5 
1942 1,406 2c. 116 ll T2to) 2 D116 64 
1943 1,579 200 100 100 LESTO: # tort 68 
1944 1,598 196 94 102 1,202 » 1,116 89 
t Credits (+) 
or Debits (<=) 
+ 164 #118 + 108 + 10 + 46 = 28 + 74 
+ 164 + 153 + 131 + 22 * ll «=. 82 + 63 
+ 206 + 166 + 148 + 38 + 40 - 14 + 54 
+ 342 + 242 + 222 + 20 + 100 17 + 83 
+ 265 + 258 $0207 #021 Rey See a 
+ 195 + 258 + 218 + 40 2 63 ‘© 132 + 69 
+ 193 + 259 + 226 + 33 @ 66 .@= 128 + 62 
+ 196 + 465 + 409 + 54 2 267 = 278 aes 
+ 468 + 819 * 777 + 42 2 $51 © 544 ‘oe 7 
#1,109 #15315 41,308 aa = 206 © 205 o 1 
41,471 41,563 41,536 * OT » “92 «= 87 e § 
#24185 $1,774  %1,702 * 2 4411 + 331 + 80 


CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
Table XVIII - Revised Estimates of Tourist Expenditures Between Canada 
LLCO LL ALL A LLCS 
and Other Countries, 1937-1944 
(Millions of Canadian Dollars) 


Credits - Ex- : : 

penditures of ee pee ie) ek 

Foreign Tourists All United Other (1?) United Other 

in Canada Countries Total Kingdom Countries Total States Countries 
1937 166 12 aig 1 154 149 5 
1938 149 10 8 2 139 134 5 
1939 149 9 7 2 140 137 3 
1940 104 6 5 ah 98 98 (2) 
1941 111 3 2 1 108 107 
1942 81 2 2 (2) 79 79 (2) 
1943 88 1 1 (2) 87 87 (2) 
1944 111 2 2 (2) 109 109 (2) 

Debits = Expende 

itures of Canadian 

Tourists Abroad 
1937 87 18 16 2 69 65 4 
1938 86 17 15 2 69 66 > 
1939 81 13 Ee 2 68 67 1 
1940 43 3 2 1 40 40 (2) 
1941 21 3 2 i 18 18 (3 
1942 26 2 2 (2) 24 24 (2) 
1943 36 2 2 (2) 34 34 (2) 
1944 58 2 2 ) 56 56 (2) 

Net Credits (+) 

or Net Debits (-) 
1937 + BPG o 6 = 5 =] + 85 + 84 ae 
1938 + 63 = 7 = 7 = + 70 + 68 ve 
1939 + 68 = 4 = 4 2 + 72 + 70 +2 
1940 + 61 +3 +3 - + 58 + 58 = 
1941 + 90 2 = = + 90 + 89 + 1 
1942 + 55 - - = + 55 + 55 - 
1943 + 52 = - 1 = + 53 + 53 ~ 
1944 as - - = + 53 + 53 - 


(1) Excluding Newfoundland 


(2) Less than $500,000. 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Table XIX = Estimated Distribution of Interest and Dividend Payments and Receipts 
Between Canada and Other Countries, 1957-1944 


(Millions of Canadian Dollars) 


Credits - Receipts 


ef. Interest & Dive Bg UDA __Non=Bmpire --— 
idends from Invest=- All United Other — -' “United Other © 
ments abroad Countries Total Kingdom Countries Total States Countries 
1937 76 v4 2 5 69 31 38 
1938 66 5 2 3 61 25 36 
1959. 57 5 2 3 52 27 25 
1940. 52 3 2 vi 49 29 20 
1941 60 5 4 1 55 39 16 
1942 67 z 5 2 60 45 17 
1943 59 5 4 a 54 34 20 
1944 7 9 8 1 62 42 20 


Debits - Payments 
‘of Interest and 
Dividends to Non= 


Residents 
1937 302 87 85 2 215 i Ded 4 
1938 307 83 81 2 224 218 6 
1939 - 306 80 78 2 226 220: 6 
1940 Pers y ‘16 74 2 2o7 233 4 
1941 286 68 66 "5 218 214 4 
1942 270 5. 50 si 219 215 4 
1943 261 52 BL 2 209 205 4 
1944 264 56 55 1 208 203 5 
Net Credits (+) 
or Debits (-) 
1937 ‘= 226 ~ 80 2 83 + 3 = 146 # 180 + 34 
1938 241 ‘= 78 ‘= 79 #1 = 163 ‘e 193 + 30 
1939 ‘2 249 ‘o 75 ‘= 76 oT = 174 © 193 +19: 
1940 ‘e° 261 ‘a 73 ‘= 72 ‘e 1 = 188 ‘2 204 + 16 
1941 = 226 ‘o 63 = 62 = 1 = 463. . = 175 + 12 
1942 ‘= 203 ‘a 44 oe 45 eee. » 159 - 172 + 13. 
1943 = 202 ‘= 47 ‘ 47 ‘2 « 155 ‘= L771 + 16 
y 1944 = 193 e 47 = 47 = = 146 - 161 * 15 


Na 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
Table XX 


BRITISH AND FOREIGN CAPITAL INVESTED ee ; 4 


As at December 51, Representative Years), 192621959 


Classification by Types of Investment 


A. Total Non-Resident Investment in Canada | 
(Millions of Dollars) 


Types_of Investment - 1926 1980 1933 1959. 
Gevermment Securities 


Dominion 63859 682 50 75149 824.0 


Provincial 42156 59253 57167 536.0 

Municipal 37461 431.5 394.4 312.0 
iced se ee ee ee 

Total 1543507 1,705.8 1,718.0 1,672.0 


Public Utilities 


Railways 1,938.54 224463 2424447 1,905.8 \ 


Other 394.5 633 04 62564 588.0 

Sree Reet ae ee A he = cg cone ns 

Total 2599209 2877 of 2,87061 2549366 

Manufacturing 1,198 03 1,575.00 1,421.6 1544562 : 
Mining and Smelting 21901 33401 338.65 32961 
Merchandising 149.8 202 09 191.5 189.5 
Financial Institutions 545 65 542 o9 479.6 472.7 
Other Enterprises 6502 8294 7542 69.0 
Miscellaneous Assets 260.0 295.0 270.9 255.0 


Total Investment 6,002.56 7,613.8 7556465 6,925e9 
EE, IT SS Sc i pees 
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CANADIAN BALANCE OF INTERNATIONAL PAYME NTS" 
Table XXI 
BRITISH AND FOREIGN CAPITAL INVESTED IN CANADA 
As at December 51, Representative Yours) 1936-1959 
Classification by Types of Investment 


B. Investments held in the United Kingdom 
(Millions of Dollars) 


_ Types of Investment 1926 1950 1933 1939 


Government Securities 


Dominion 25061 25445 29164 22000 
Provincial 7236 69035 7442 5830 
Municipal 187.9 182 61 143.9 125.0 

Total 50907 48509 50995 408 20 


Public Utilities 


Railways 1,37160 1,35157 1,353.68 1,25063 
Other 96.6 9967 8707 89.3 
ee eee ee ee 
Total 1,467 06 =. 1,451.4 1,441.5 1,339.6 
| Manufacturing 25404 27407 236 05 25705 
Mining and Smelting 5009 73 8 7201 61.4 
Mer chandis ing 4902 61.6 56.45 5409 
Financial Institutions 17505 242 67 215.0 220 09 
_ Other Enterprises 4.0 5e2 509 508 
| Miscellaneous Assets 145.0 171.0 15000 120.0 
ee en 
Total Investment 265609 2576609 2,682 8 2 946509 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
Table XXII 


' BRITISH AND FOREIGN CAPITAL INVESTED IN State 


As at De cember Sl, Re resentative Years, 1926-1959 


Classification by Types of Investment 


C. Investments held in the United States 
(Millions of Dollars) 


Types of Investment 1926 1930 1933 1939 

Government Securities 
Dominion 38139 44035 45035 587 50 
Provincial 342.50 sy ieee) 492.>5 473-0 
Municipal 185.1 247 04 248.5 181.0 
Total 909.0 1,204.9 gaa ho a 1,241.0 


Public Utilities 


Railways 51054 83256 83059 588 53 
Other 289.9 521.7 52407 470.7 
Total 800.3 1,554.3 1,355.6 1,059.0 
Manufacturing 952 09 1,286 03 1,172.3 1,159.9 
Mining and Smelting 165.2 25505 260 04 250.07 
Merchandising 98.6 13703 131.0 129.4 
Financial Institutions 12501 25102 22006 200.8 
Other Enterprises 6002 7642 7003 6402 
Miscellaneous Assets 85.90 94.0 90.0 85.0 
Total Investment 3,196.3 4,659.5 4,491.07 4,190.0 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
Table XXIII 


_» BRITISH AND FOREIGN CAPITAL INVESTED IN CANADA 


As at December 51, Representative Years, 1926-19359 


Classification by Types of Investment 


-D,. Investments held in All Other Countries 
(Millions ef Dollars) 


Types of Investment 1926 1930 1933 1939 
Government Securities 


Dominion 6.0 7.0 10.0 12.0 


Provincial 7.60 6.0 5.0 5.0 

“Municipal = 2-0 2-0 2.9 6.0 
i 

Total 15.0 15.0 17.0 250 


Public Utilities 


Railways 5700 60.0 60.0 67.0 


Other 8.0 12 00 13.0 28.0 
5S aE. EE Se I ee ce are eae Mee Ra 

Total 65,0 72.0 73.0 95.0 
Manufacturing £20 12 0 13.0 28 20 
Mining and Smelting 3 00 5.0 6 00 170 
Merchandising 2 00 4.0 40 500 
Financial Institutions 43.0 49.0 46 .0 51.0 
Other Enterprises Lad 1.0 1.0 1.0 
Miscellaneous Assets 30 00 30 00 3000 50.0 


Total Investment 170.0 188.0 190.0 270.0 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
SA NE TES 


Table XXIV 


Estimated British and Foreign Capital Invested in Canada, by Types of Investment, 


December $1, 1939 


(Millions of Dollars) 


Estimated Distribution of Owmership Total’ 
ee nie s tments 


United Other Owned Out- 
Type of Investment British(!)  states(?) countries side Canada 
Government Securities fe 3 
Dominion 255.0 58750 12490 824.0 
Provincial 58 50 47350 500 $36.0 
Municipal 125.0 181.0 60 312.0 
Total 408.9 1,241.0 2300 1,672.0 
Public Utilities 
Railways 1,250338 588 63 6750 1,905.6 
Other 89.3 470.7 28.0 588.0 
Total 1,339.6 1,059.0 95.0 2549326 
Manufacturing 25705 1515929 28.0 1,445.2 
Mining and Smelting 61.4 250.7 17,0 3295) 
Merchandising 5409 1294 5.0 189.3 
Financial Institutions 22009 200.8 51.0 47267 
Other Enterprises 3.8 6462 1,0 69.0 
Miscellaneous Assets 120.0 85.0 50 20 255.0 
LC LT a tS tt ee S-wnnsteonabaey 
Total Investment 2465.9 4,1900 270.0 6,925.9 


a I SIERO 


(1) + (2) Includes some investments held by nominees in the United Kingdom 
and the United States for residents of other countries, 


No Be = Common and preference stocks aro shown at book values as shown in 
the balance sheets of the issuing companies, bonds and debentures 


are valued at par, liabilities in foreign currencies being con- 
verted into Canadian dollars at the par of exchange. 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
Table XXV 


BRITISH AND FOREIGN CAPITAL INVESTED IN CANADA, END OF 1939 


Classification by Countries of Origin and by Types of’ Security 
Millions of Dollars 


Distribution of Owmership 


. Other Total 
United United Pore ign Noneres ident 
Types of Security States (1) Kingdom (2) Countries Investment 
Bonds_and Debentures 
- Dominion 587 225 12 824 
Provincial 478 58 5 536 
Municipal 181 125 6 312 
Steam Railways 434 781 29 1,244 
Other corporations = : 
controlled in Canada 173 80 12 265 
Other corporations ~ 
controlled outside of Canada 267 46 14 327 
Total 2,115 1,515 78 3, 508 
Capital Stock of Canadian Companies 
Companies controlled in Canada 354 660 91 1,105 
Companies controlled in the 
United States 1,310 55 13 1,378 
Companies controlled in the 
United Kingdom 13 194 2 209 
Companies controlled in Other 
Foreign Countries (3) (3) 19 19 
. Total 1,677 909 125 2,711 
_ Other Corporation Assets 
Companies controlled in Canada 8 L 2 9 
Companies controlled in the 
United States 304 1 © 505 
Companies controlled in the 
United Kingdom uu 120 ° 121 
Companies controlled in Other 
Foreign Coumtries © 2 17 17 
Total 313 122 17 452 
Beauscellaneous Investments 
% Real estate, mortgages, assets 
4 administered for non-residents, 
etce 85 120 50 255 
Total 4,190 25466 270 6,926 


(1)-(2) Includes some investments held by nominees in the United Kingdom and 
the United States for residents of other countries,» 
(3) Less than $500,000. 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Table XXVI - Estimated Canadian Investments Abroad, 
December 31, 1939 


(Excluding investments of insurance companies, banks and government credits) 


(In Millions of Canadian Dollars) 


Divect Portfolio Investments - Potales 
Location of Investment Investments Stocks Bonds Total Investment 
United States 397 380 121 501 898 
United Kingdom 31 oe et 43 74 
Other Empire Countries 54 ar 15 22 76 
Other Foreign Countries 139 102 51 153 292 


Total 621 SLi 208 719 ' 1,540 


NoBo Holdings of stocks are at book values as shown in the books of 
issuing companies; and holdings of bonds are shown at par values. 
Foreign currencies were converted into Canadian dollars at 


current market rates. 
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CANADIAN BALANCE OF INTERNATIONAL PAYMUNIS 


Canada’s external economic relations are revealed in outline by statements 

of the Canadian balance of international payments. The statements present, in a 

statistical form, a summary of the commercial and financial transactions occurring 

between Canada and other countries. They furnish, therefore, an overall view of the 

_ external relations of the Canadian economy just as national income studies provide 

-* outlines of its whole structure. In an economy such 4s Canada’s where external 

sources of incomé and demand furnish an important dynamic element to activity within 

_ the country, the balance of payments focuses attention upon the impact of external 

_ demand upon the Canadian economy, the expenditure of income outside of Canada, and 

a the resulting financial and exchange aspects. During the war transactions on external 
- account constituted an even larger proportion of the national income than formerly 

_ In the latter years of the war and in 1945, gross credits on current account amounted 
_ to almost one-half of the national income compared with approximately one-third in the 

_ period before the war. 


GENERAL STRUCTURE OF THE BALANCE OF PAYMENTS 


s - ‘The Canadian balance of payments before the war possessed quite definite 
* outlines and characteristics. For some years net receipts from the excess of mere= 
_ chandise exports over import trade with all countriss, newly mined gold, and travel 
_ expenditures exceeded the net external disbursements on interest and dividends 
~~ account and for freight and other services. The growing current account credit 
_ balance with all countries in years immediately preceding the war was dependent, 
“however, to a considerable extent upon expanding gold production. The more signi=- 
ficant annual variations in the gross volume of current international transactions 
and in the current account balances arise usually from fluctuations in merchandise 
trade. Demand for Canadian exports varies widely from year to year, and Canadian 
demand for imports is closely related to fluctuations in the national income in 
Canada. ‘The large element of interest charges in the total payments on account of 
4 interest and dividends makes for some rigidity in payments on income account, and 
possible fluctuations in the net balance from the tourist trade are moderated con- 
_ siderably by the substantial volume of Canadian travel expenditures outside of 
Canada, which usually fluctuate in the same direction as travel expenditures in 
Canada. While these general outlines were retained during the war, there Was a 
great expansion in the net balance of credits on current account as well as in the 
“wolume of current transactions. Most of this occurred in the movements of come | 
 modities and in the growth of other war expenditures. There was a falling off in 
q credits from nonomonetary gold and from the tourist trade and also a decline in net 
~ payments of interest-and dividends. : 


{ 


Nad 

The geographical distribution of transactions has displayed very pronounced 
characteristics and has shown a concentration of dealings with the United Kingdom . 
and the United States with credit balances on current account characterizing the 
balance of payments between Canada and the United Kingdom for a number of years pre- 
ceding the war, and chronic debit balances being customary in the account with the - 
United States, The main sources of the credit balance with the United Kingdom was — 
the large incomes which Canada has had from exports of merchandise to the United 
Kingdom. In the years immediately before the war this was customarily much greater 
than the totai of current payments made by Canada to the United Kingdom for mer-= 
chandise imports, shipping and other commercial and financing services and payments 
of interest and dividends on Canadian investments owned in the United Kingdom. This | 
steriing income was, however, freely convertible before the war into United States 
dollars or other currencies for which Canadian demand exceeded the Canadian supply. — 
Because of this existence of free exchange markets, there was no problem of settling 
the credit balanss with the United Kingdom such as has developed during the war. 
The Canadian need for external income to meet payments in the United States and 
certain other countries where Canada usually has debit balances arises chiefly from 
the excess of purchases of merchandise in the United States over Canadian exports to 
that country combined with the large Canadian payments of interest and dividends to 
American investors, and the payments for transportation, travel and other serviceSe 
While there is, in good years, a substantial income from Canadian exports to the 5 
United States and from United States tourist expenditures in Canada, this along ; 
with sales of newly mined gold was not sufficient in any year before the war to mest 
the large payments for goods and services purchased in the United States. This bie 
lateral disequilibrium in Canada's accounts with the United Kingdom and the United 
States increased greatly during the war, being influenced mainly by the dominant 
movements of commodities created by wartime demands. 


- Canada’s special interest in a system of multilateral settlements is ap- 
parent from the structure of the Canadian balance of paymentse Because of the 
existence before the war of free exchange markets, which provided channels of in- a, 
ternations1 settlement for the nations of the British Commonwealth and other overseas 
countries with the United States, it was possible for there to be a considerable | 
amount of disequilibrium and “unbalance” in Canada’s current accounts with the United 
Kingdom and the United States without any special problems of settling these balances 
arising, Triangular settlements such as those arising from the unbalanced state of 
the Canadian accounts with the United Kingdom and the United States were an integral 
part of the network of international commerce which had grown up over-“an extended 
period. The system of multilateral settlements made it possible to settle balances 
like those arising from Canada's dealings with its principal trading partners. But 
the war interrupted the operation of the system of multilateral settlements by create= 
ing conditions under which sterling was no longer freely convertible into United 7 
States dollars. In addition, the current accounts of the belligerent countries be= 
came distorted by wartime demands which produced greatly augmented current balances 
for which new methods of settlement had to be devised. In the case of Canada, the | 
new conditions produced problems with respect to the balances of payments with both 
the sterling area and the nonesterling area and the situation made exchange control 
necessary. Financial problems also developed arising out of the problem of the 
British scarcity of Canadian dollars to pay for munitions, food and other commodi- 
ties which were so urgently needed for the prosecution of the war. Other exchange 
and financial problems arose from the Canadian shortage of United States dollars to 
pay for the capital equipment, materials and components required for war productione 
These currency and financial problems arising out of the wartime developments are 
discussed in later sections dealing with the balance of payments during the war, but 
are also briefly presented in the following paragraph. 
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F The nature of these problems makesit now necessary to divide the Canadian 
balance of payments into two separate sections, one showing transactions with the 
sterling area, and the other showing transactions with the United States and other 
countries with convertibility exchange. Because of the absence of the free con= 
-vertibility of sterling into United States dollars, the disequilibrium in these two 
separate accounts between Canada and other countries has had to be met by various 
special means. The principal solutions of the wide disequilibrium in the account 
with the United Kingdom and the sterling area have been of a financial characters 
Arrangements were made between the governments concerned for increasing the supply 
of Canadian dollars available to the sterling area, and the direction of theses : 
into official channels. In the early years of the war, these methods were mainly — 
‘of a capital type, involving repatriations and the accumulation of sterling, whereas. 
later in the war when the disequilibrium widened to its peak, the Billion Dollar 
Contribution and Mutual Aid to the United Kingdom were the chief methods of financing 
the British shortage of Canadian dollars. In the balance of payments with the United 
States and the United States dollar area the initial adjustments to meet the Canadian 
shortage of dollars were of an administrative character. The introduction of ex 
change control and the control of exports of capital from Canada provided a means of 
_ conserving Canada’s limited supply of United States dollars for the more essential 
_ purposes of the war. Similarly government restrictions were introduced in 1940 
limiting Canadian expenditures in the United States for unessential travel and 
_ civilian luxury commodities. As the disequilibrium widened in Canada’s current ac@ 
_ count with the United States, other measures directed towards expanding Canada’s 
- receipts of United States dollars were developed. The agreements entered into at 
Hyde Park in the spring of 1941 led to large United States purchases of munitions » 
_ military equipment, ships and raw materials in Canada. These expenditures deve loped 
rapidly after the United States entry into the war. Later during the war there were 
% exceptionally large Canadian current receipts from sales of grain to the United 
\ States and United States government expenditures on defence in Canadas Another 
- major source of United States cash arose from capital inflows from the United States. - 
& to Canada. Throughout the war there continued to be an appreciabie liquidation of 
Canadian holdings of United States securities and in 1942 there first appeared large 
inflows of capital for the purchase by American investors of Canadian securities, 
particularly bonds and debentures. These capital inflows continued to be unusually 
_ heavy throughout the remainder of the war and contributed large amounts to the supply’ 
_ of United States exchange, although Canada's external foreign liabilities increased 
_commensurably. There also were special receipts of gold and United States dollars 
& in partial settlement of the British deficiency in Canada. 


DEVELOPMENTS IN 1945 


. = While 1945 was a year of transition, the balance of payments for the year 
as a whole retained some of the general outlines characteristic of the later war 
years. The high level of economic activity had the effect of producing a record 
total of credits in the current account, but smaller external government expenditures 
- on war account reduced current debits. As a result, the balance of credits on 
 eurrent account rose to $1,719 million, the highest level for any year in Canada’s 
history. But, as the economic background following the end of the war was much dif- 

ferent from that at the beginning of the year, some of the important changes occur 

ring during the year are not apparent from annual summaries of the balance of pay~ 
ments. Heavy international transactions in the earlier part of the year while the 
war was continuing were instrumental in producing large annual totais. The volume 
of international transactions was at a considerably lower level by the end of the 
year than during the early part of the year, although it was still very high compared 
Bis 


¢ 


=a 4 o 


-6ven With earlier wartime years. Most of the decline accompanying the end of the | 
war occurred in transactions with the sterling area, transactions with. the United 
States being relatively stable during the years 


The increase in total current account credits in 1945 occurred in exports 
to overseas countries other than the United Kingdom. Exports to both the United 
States and the United Kingdom were less in 1945 than in 1944, which was the peak . 
year for both countries. Notable expansions occurred in exports to other Empire — 
countries and to foreign countries overseas. The expansion in exports on account 
of these foreign countries increased sharply to a new record level as the result 
of shipments under export credits, UNRRA and military relief. It should be noted 
that while shipments to many of these countries had also been heavy in 1944, the 
exports were mainly on British account. 


TRANSACTIONS WITH THE STERLING AREA 1945 


The current account deficit of the sterling area in Canada in 1945 of 
$1,220 million compares with $879 million in 1944, $1,216 million in 1946-and 
$1,269 million in 1942. Most of the change in 1945 originated in the sharp dee — 
cline in Canadian overseas expenditures in the sterling area as total credits 
were slightly lower than in 1944. While the current balance with the sterling 
area was comparable in size with the balance in the two earlier years, 1942 and 
1945, the totals of both credits and debits were considerably higher in 1945. 


Although total exports to the United Kingdom were lower than the peak 
level in 1944, exports of food expanded to a new record and exports of lumber ane 
wood products and miscellaneous commodities remained close to the levels of the 
previous year. Expenditures on account of munitions, including Mutual Aid, de- 
clined sharply after the first quarter of the year following the end of the 
European war and exports of non-ferrous metals were lower throughout the year 
as British stocks and other sources of supply were used. Following the end of the 
war, there was a considerable reduction in British expenditures on war services in 
Canada, declines occurring in expenditures for most purposes. The main group of 
sterling area expenditures to increase was exports to other Empire countries than 
the United Kingdom. Unusually large exports on Indian account were an important 
factor in this increase. There was also a significant increase in British ex- 
penditures on freight and shipping account, mainly reflecting larger earnings by 
the growing fleet of Canadian-owned merchant vessels, 


The British supply of Canadian dollars from the more normal sources such 
as exports of merchandise to Canada and shipping services, and receipts of income 
on investments in Canada remained about the same in 1945 as in 1944. Canadian 
imports from the United Kingdom, after deducting aircraft and other military equip: 
ment returned by the Canadian services and imports on British account, were at 
about the same level in both 1945 and 1944. Imports from other sterling area 
countries were higher in 1945 than in 1944 while payments for freight and other 
services and interest and dividends to the United Kingdom were somewhat less in 
aggregate. Theres were notable gains in imports from British South Afwice, British 
West Africa, Trinidad and Australia, while imports from Jamaica and the Barbados © 
were considerably lower. 


The largest part of the sterling area current supply of Canadian dollars 
was provided by the payments from the Canadian government to the United Kingdom f 
the expenses of the Canadian forces overseas. These amounted to $696 million z 
compared with $1,085 million in 1944, the decline in expenditures accompanying th 
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end of the war, expenditures in the first quarter of the year being about $335 mil- 
lion and dropping down to #77 million in the fourth quarter. In the settlement of 
war claims by Caneda end the United Kingdom in March, 1946 there was a settlement of 
ell outstanding emounts owing between the two countries on wer accounts with the re- 

sult that srrears and other unpaid accounts were cancelled. 


Mutual Aid was again the principal means of financing the current account 

_ deficiency of the sterling area in 1945. The amount of Mutual Aid to sterling area 
countries was #8238 million. Of this #777 million was for the United Kingdom end the 
remainder was distributed between Austrailia, India, New Zealand and the British West 
Indies. In addition, following the termination of Mutual Aid, there were interim 
advances to the United Kingdom in order to maintain the export of food amounting to 
about $164 million. There were also advances to India to cover the purchase of lo- 
comotives and also some advances to Australia. Goods provided under Mutual Aic or 
financed through interim advances have been included with other exports in the ba- 
lence of payments stetements and consequently are reflected in the current account 
balances shown. Their inclusion among current credits is offset by debits of simi- 
ler size entered in the special "Mutual Aid" item representing expenditures by the 
Canadian Mutual Aid Board and by the item of capital account covering "Interim Ad- 
vances". The interim advances to the United Kingdom and India were included in the 
settlement of outstanding war claims between the United Kingdom and Canada in March, 
1945. Special receipts of U. 5. dollars from the United Kingdom contributed $55 
million to the financing of the current deficit in 1945, this being part of an ad- 
_ justment in connection with the United States dollar cost to Canada of Mutual Aid 

production for the United Kingdom. There was also some financing from sterling area 
sources arising from a decline in British official balances in Canada. There were 
lerge repayments on the #700 million loan totalling #64 million during the year. 
Canadian private repetriations of securities held in the sterling area totalled 
about $75 million, an amount which was considerably higher than private repatria- 
tions in earlier years during the war. This amount was divided fairly evenly bet- 
ween redemptions and repurchases of outstanding issues. 


TRANSACTIONS WITH THE UNITED STATES, 1945 


In the balance of payments with the United States there was again a small 
surplus on current account due to the continuation of some of the abnormal sources 
of large receipts which hed been prominent also in 1944. The current surplus of 
428 million compares with #°5 million in 1944, the only other year in which this 
unusual development has occurred. There were sharp declines in two of the abnor- 
mal sources of United States expenditures in Canada, receipts from the sale of mu- 
nitions and from the sale of grain. But, there were smaller expenditures by the 
Dominion government in the United States in 1945 than in 1944 when large special 
payments to the United States Treasury amounting to £280 million on current 4c- 
count were made. Receipts from the sale of munitions were in the neighbourhood of 
#200 million in 1945 compared with considerably more than $500 million in 1944. 
Receipts from the sale of grain to the United States declined even more sharply, 
being approximately $100 million in 1945 compared with about $300 million in 1944. 
Fxports of commodities to the United States other than munitions and grain were 
@ slightly higher in the aggregate than in 1944, and more than double the level 
of receipts from all exports to the United States in 1939, higher prices as well 
as larger volume contributing to some of the ‘increase. United States government 
expenditures on defence in Canada were much seller than in the previous year 
when they had contributed a substantial amount to current receipts. Net exports 
of non-monetary gold showed a further decline in 1945 only amounting to $96 mil- 
lion, production being reduced because of manpower shortages. 
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The most outstanding’ gain in other receipts was from the expenditures of 
American travellers in Canada. These increased very sharply from $117 million in 


1944 to $163 million in 1945. ‘There were sharp increases in travel following the 

end of the war in August and the tourist season continued later into the year than _ 
normally. The level of expenditures reached was considerably more than during the 
immediate prewar years and was only exceeded by the peak levels of 1929 and 1930. 
The balance of receipts on travel account, however, increased only moderately since — 
there was alse® a sharp increase in expenditures of Canadian travellers in the United 
States. The latter expenditures increased from $57 million in 1944 to $83 million, — 
an amount which was the highest on record. In the earlier year there were still Me 
limitations upon expenditures by Canadians for pleasure travel involving U. S. 4 
dollars although these had been modified during 1944. In May, 1945 there were # 
further relaxations in restrictions upon pleasure travel, Canadian residents being © 
permitted to obtain U. S. dollars for reasonable expenditures on travel for any } 
purpose in the United States and other dollar countries. ¥ 


Canadian payments to the United States in 1945 for merchandise were 
approximately the same as in 1944, although imports of merchandise from the United 
States underwent many changes during the year. While gross imports declined ap= 
preciably, a large part of this decline occurred in imports of goods which are not 
purchased by Canadas Imports of lend=-lesse goods on United Kingdom account and UeSe 
Government free issues of aircraft engines and equipment imported in connection with 
aircraft being constructed for the United States declined sharply. As there were 
larger payments for imports on Government account in 1945, imports through other 
channels were somewhat less than in 1944. The reductions which did occur in Cana- 
dian purchases were principally in the groups of iren and steel products and non= 
ferrous metal products and coal. The sharp falling off in imports of these articles 
required for war production was partly offset by larger imports of primary iron and 
steel and other metal products for civilian purposes. Iaports of other groups of 
commodities like chemicals which had been swollen by wartime demands were changed ¢ 
in composition but were maintained by new civilian demands far exceeding the prewar 
levels. Imports of consumer goods, mainly foods and textiles continued at the 
abnormally high levels of recent years. Purchases of food were up, a mixture of a 
increased quantity and higher prices; and imports of textiles were maintained at 
about the same level as in the previous year, the United States continuing to be 
the main source of imported cotton textiles, Freight and transportation costs { 
originating mainly from the movement of imports to Canada continued to decline, but © 
Still totalled $188 million. Among the factors influencing the decline were smallér 
imports of coal, lower costs of ocean transportation and less use of uneconomic 
routes. Payments of interest and dividends to investors in the United States de- 
clined relatively moderately in the aggregate in 1945. Total dividends paid by 
Canadian companies to residents of the United States were considerably lower than 
in 1944, mainly because of reduced distributions by Canadian subsidiaries to 
parent companies in the United States, while interest payable on Canadian bonds 
and debentures held there increased during the year, as a result of the large 
American purchases of Canadian bonds in recent yearse 
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TRANSACTIONS WITH OTHER FOREIGN COUNTRIES 1945 
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A very sharp increase which occurred in exports to other foreign countries 
mainly resulted from the liberation of Europe and the heavy shipments in the latter 
part of the year to the Continent financed by Mutual Aid, export credits, UNRRA, 
military relief, and cash received from European governments. Total exports on the 
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account of other foreign countries amounted to $567 million compared with $175 mil- 
lion in 1944 and $134 million in 1988. 


. Exports to this group of countries directly financed by Dominion govern= 
ment expenditures totalled about $308 million. Mutual Aid to China, France and 
Russia contributed $102 million of this, export credits $53 million, interim 
advances to countries arranging for credite $52 million, military relief $67 mil- 
lion and the Canadian contribution to UNRRA of $34 million. There were also 
exports purchased by UNRRA with free funds and substantial cash purchases by 
 Buropean governments. Commercial exports to other countries producing convertible 
_ exchange increased substantially in 1945, amounting to approximately $129 million 
_ compared with about $58 million in 1944. This private commercial trade was with 
the Latin-American countries and some European countries and United States de- 
pendencies. There were appreciable gains in exports to practically every country 
included in this group. Imports from other foreign countries increased from 
about $89 million in 1944 to $110 million in 1945. Increased imports were scattered 
among such countries as Venezuela, Switzerland, Honduras, Spain, Portugal, the USSR, 
Ecuador and Cuba. There were some declines in imports from various other South and 
Central American countries and imports from European countries formerly occupied by 
_ the enemy were of negligible size. 


Canada's export credit program under Part 2 of the Export Credits Ine 
surance Act is the principal method of ensuring a continued flow of Canadian come 
_modities to overseas countries other than the United Kingdom during the transitional 
_ period after the war. The total direct loans authorized by the Canadian Parliament 
_ under this section was raised in December, 1945 to $750 million in sddition to the 
' guarantees which might be made up to $200 million. The funds advanced are to enable 
| foreign governments to purchase Canadian produced goods required during the transi- 
_ tional period when this is considered advisable for the purpose of developing and 
_ facilitating Canadian trade between Canada and the borrowing country. By the end of 
_ March, 1946 total loans of $502.2 million had been extended to the countries shown 
_ in Section (a) of the following statement. In addition, there were loans condition=. 
ally agreed upon of $142 million shown in Section (b), leaving $105 million of the 
$750 million of potential credits unaliocated. 


LOANS UNDER THE EXPORT CREDITS INSURANCE ACT 


(a) Loans extended as at March 31, 1946: 


Belgium $ 25,000,000 
China 60,000, 000 
Czechoslovakia 19,000,000 
France 242 , 500, 000 
Netherlands 125,000, 000 
Netherlands East Indies 15,000,000 
Norway 13,000, 000 
Union of Soviet Socialist Republics 3 5000, 000 


$ 502,500,000 


(b) Additional loans conditionally agreed upon: 


Belgium $ 75,000,000 
Netheriands- East Indies 50,000, 000 

Norway 17,000, 000 

$ 142,000,000 
(ce) Unallocated as of March 31, 19462 ¥ 105, 500, 000 


Total Credits to be Authorized 3 750,000, 000, 
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CAPITAL MOVEMENTS BETWEEN CANADA AND THE UNITED STATES DOLLAR AREA, 1945 


Inflows of capital to Canada from the United States increased in 1945 
even more than in the preceding three years of extraordinarily heavy inflows. 


Most of the inflows again took the form of sales by Canadians of outstanding Cana- f 


dian and American securities. The level in 1945 appears to have established a 
record for inflows of capital from sales of outstanding securities. The principal 
development in ths security trade between Canada and the United States during the 
year was the very heavy American demand for Canadian domestic bonds. This demand 
was concentrated in the periods from May to July and in November and December. 
Provincial issues were again sold in substantial amounts but net sales of these 
were somewhat less than in previous years. Sales of Dominion guaranteed issues 


Which had been especially heavy in 1942 and 1943 were smaller. American demand for 


Canadian stocks was much greater in 1945, net sales rising sharply to about $36 
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million, whereas in 1944 purchases and sales in this trade were close to equilibrium, 


A large part of the sales in the summer of 1945 was made up of railway stocke 


While the total of Canadian issues redeemed in 1945 was about the same 
size as in 1944, maturities were less and issues called for redemption were 
greater. New issues of about $80 million sold in the United States in connection 
with the refinancing of the major part of the called issues were about the same 
size as in 1944, 


Other capital movements to Canada continued to be predominantly inwards. 
Most of these receipts of capital took the form of increases in Canada's foreign 
liabilities, there being substantial inflows for direct investments, loans and 
advances and transfers into non-resident Canadian dollar accounts. 


Capital payments béing subject to restrictions imposed by exchange 
control continued to be for the most part for the redemption of securities or 
other debts. Although certain other exports of capital were permitted in 1945 


as in 1944, the total amount of such transfers was relatively small. These trans- | 


fers were mainly in connection with the extension of Canadian business activities 
outside of Canada. There were very large debit entries in the capital account 
reflecting the increase in official reserves of gold and U. Se dollars of $606 
million. 


There were again special receipts of U. Se. dollars from the United 
Kingdom amounting to $33 million in connection with a settlement covering the 
United States dollar cost of Mutual Aid to the United Kingdom. There was also 
a substantial total of receipts from exchange recoveries and adjustments arising 
principally out of transactions with the sterling area. : 


CAPITAL AND SPECIAL TRANSACTIONS ON GOVERNMENT ACCOUNT - 1945 


Of special interest in 1945 was the extent to which government finaneing 
entered into the movement of commodities from Canada. The accompanying statement 
showing special and capital transactions on Canadian government account separate 
from all other capital transactions reveals the importanes of this situation in 
1945. Of the total exports from Canada amounting to $3,655 million, there were 
$1,041 million which were financed by Mutual Aid and Canada's Contribution to 
UNRRA and military relief. In addition, there was a further $314 million fin- 
aneed by loans or advances from the Canadian government or a total of $1,355 
million directly financed in this way. Other goverrment outlays arising out of 
Canada's international transactions during the year arose from redemptions of 
government and municipal securities of $65 million and an increase in the foreign 
balances of the government having a Canadian dollar equivalent of $668 million. 


-_— 


Droge 


_ The larger part of this took place in the United States dollar position of the 
Foreign Exchange Control Board. As a result of. these various transactions, there 
were gross debits on government account of a special and capital character amounting 
to #2,088 million during the year. Offsetting part of these were the repayments of 
#64 million received from the United Kingdom on the $700 million loan of) 1942, hear 
ving net government transactions of $2,024 miilion. 


Foremost among the other capital movements during the year were security 
transactions. These resulted in a net inflow of capital of $301 million apart from 
the outflow connected witn the retirement of government securities already included 
in the transactions of government account. Most of these inflows of capital were. 
from the United States and were an important contributing factor to the increase 
in Canada's liquid reserves of gold and U. S. dollars referred to ubove. Other 
capital movements were largely offsetting only amounting to debit entries of $7 mil- 
lion on balance, large inflows from the United States and other foreign countries 
being more than offset by debit entries in the capital account with the sterling 
area. A great variety of different transactions are reflected by the latter figures. 
Important among the components are the changes in Canadian dollar balances of non- 
resident governments and jndividuals and other changes in short-term private position 
not reflected in official reserves as well as a variety of private capital trans— 
actions not involving securities. 


ANALYSIS OF SPECIAL AND CAPITAL TRANSACTIONS SHOWING CANADIAN GOVERNMENT 
ITEMS SEPARATE FROM ALL OTHER CAPITAL TRANSACTIONS, LOAD nes ee 
(Millions of Canadian Dollars) 


\ 


Sterling Foreign 
Total |) Area _ Countries 
A. Special Transactions 
Mutual Aid 940 838 102 
UNRRA Contribution 34 - 34 
Military Relief 67 - 67 
1. Sub-Total 1,041 838 203 
B. Capital Transactions 
Export Credits 55 - 53 
Interim advances to United Kingdom 164 164 - 
Interim advances to other Countries of 45 52 
2. Sub-Total 514 2.09 105 
Total Direct Financing of Exports of 
Canadian Goods and Services (1+ 2) 1,355 1,047 308 
Change in Dominion Government Balances 668 1 667 
Net Retirements of Government Securities 65 50 eS 
Gross Debits on Government Account < 088 1,098 990 
Repayments by United Kingdom on 194¢ Loan +64 +64 - 
Net Government Transactions, Including 
special transactions -2,024 -1,054 -990 
All Other Security Transactions +501 -2e $B 25 
Other Capital Movements eet? -132 4125 
Total Capital Transactions (1) ( -689 —350 -—339) 
- 33 +! 33 


Special Receipts of U. S. dollars from U.K. ~ 


(1) Excludes Item 1 "Special Transactions" above. 
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BALANCE OF PAYMENTS WITH THE UNITED KINGDOM AND STERLING AREA DURING THE WAR 5 

During the war the greatly expanded demand for Canadian production became 

the predominant influence upon the Canadian balance of payments. British and other 
allied requirements for munitions, food, raw materials and other goods and war services 
were among the principal contributors to the great wartime development of productive 
capacity and capital equipment in Canadae The magnitude of the wartime movements of 
commodities and the provision of services which entered Canada's international accounts 
is strikingiy revealed by the current account of the balance of payments between Canada 
and the sterling area. During the six years, 1940 to 1945, gross credits in the current 
account aggregated over $10,600 million. The value of commodities exported on account 
of the sterling area, both directly to the. sterling area and to other theatres of war as 
well, totalling about $9,000 million, made up the largest part of this aggregate. Of 
this about $7,900 million was on United Kingdom account. Freight and shipping services: 
and other wartime service activities were also important contributors, the former being) 
about $822 million and the latter approximately $561 million. Mmitions, military 
equipment and ships made up the largest part of the commodity movement or over one-half 
of the exports on United Kingdom account. Greatly expanded food exports were the next 
largest element in the total of commodities shipped on British account, representing 
about 30 pex cent. Lumber and wood products constituted another important part of the 
exports, being about 6 per cent and other industrial materials like noneferrous metals 
constituted most of the remainder exported to the United Kingdom. Exports on account 
of other sterling area countries made up more than $1,100 million of the total. 


SUMMARY OF BALANCE OF PAYMENTS TRANSACTIONS BETWEEN CANADA AND THE STERLING ARBA, 
1940 to 1945 


eae ~- (Miliions of Canadian dollars) 


Current Expenditures on Account of the Sterling Area in Canada 
Exports on United Kingdom Account (i) 


Munitions and ships : 4,228 
Food 2,290 
Wood Products 479 | 
Non=-ferrous Metals 654 
Other Commodities 264 
Total i 1g 915 
Exports on Aecount of Other Sterling Area 1, EEO 
Freight 822 
War Services 561 
Other Current Transactions : 200 
Total Current Expenditures in Canada 10,608 
Current Payments by Canada to the Sterling Area | 
Imports from the United Kingdom 680 ; 
Imports from other Sterling Area . 670 | 
Overseas Expenditures of Canadian Government apart 
Interest and Dividend Payments 357 ; 
Freight and shipping 235 
Other Current Transactions 261 
Total Current Payments by Canada | 4,800 


Net Requirements of the Sterling Area for Financing Current Expenditures 5, 808 : 
Methods of Financing Gap in Current Account | | 


Billion Dollar Contribution 1,000 
Mutual Aid by Canada to Sterling Area 2,175 
Interim Advances by Canadian Government to United Kingdom and India 206 
Loan of $700 million to United Kingdom in 1942 (net) 561 
Official Repatriations of Securities by Canada 703 
Private Repatriations of Securities by Canada 292 
Sales of Gold and United States Dollars to Canada 504 
Other Capital Movements (2) | 367 | 
Total Capital and Special Transactions 5, 808 


These data reflect payments on account of the United Kingdom rather than re= 
corded commodity movements to the United Kingdom. 


(2) Including exchange adjustments and errors and omissions. 


‘he current source of income in Canada available to the sterling area was 

much less than the requirements for Canadian dollars indicated by the above totals. 
Gross debits in Canada's current account with the sterling area aggregated about 

$4,800 million, including expenditures overseas on account of the Canadian forces 
which amounted to $2,597 millione The other large source of Canadian dollars arose 
4 from exports from the sterling area to Canada which amounted to about $1,350 million 
during the period, apart from movements of aircraft and equipment to Canada for use 
in the British Commonwealth Air Training Plan. Payments of interest and dividends 
by Canadian borrowers to British investors of $357 million made up the next largest 
item in the account. British receipts from shipping services, commercial and fin- 
_ancial services, remittances and other current transactions with Canada made up the 
residue of British receipts of approximately $500 million. 


The credit balance in the current account indicates the size of the gap 

_ which had to be met by Mutual Aid and other special wartime financial measures e 

: The total current account between Canada and the sterling area shows a maximum 

- credit balance of $1,269 million in 1942 when goods and services financed by the 

_ Billion Dollar Contribution to the United Kingdom are included. In 19435 the dis= 

~ equilibrium was only slightly less with a credit balance of $1,216 showing, when 
goods and services financed by Motual Aid to the sterling area are included. The 
rise in gross credits was more than offset in that year by increases in the British 
supply of Canadian dollars arising mainly from larger Canadian overseas expenditurese 
_ An even greater rise in overseas expenditures in 1944 to their peak of $1,085 million 
had the effect of reducing the credit balance in that year to $879 million even 

_ though gross current credits had reached their peak of $2,307 million, with the con- 
_ centration of munitions payments in the invasion year. In 1945 gross credits were 

a only slightly less than in 1944, heavy shipments of food and other commodities tend= 
dl ing to offset the reduction in exports of munitions. But, as overseas expendi tures 
pfeil sharply after the end of the war, the balance of credits in the current account 
- returned to a level close to that in 1943 and 1944. 


- During the latter years of the war, the total value of goods and services 
_ supplied by Canada to the United Kingdom increased to four or five times the pre- 
"war amount. Most of the expansion occurred in the value of commodities shipped on 
British account although increases im service transactions were proportionately 
greater. Canadian production of munitions, military equipment and ships became the 
largest part of Canadian production exported on United Kingdom account. These ship- 
ments became particularly heavy from 1942 on, payments for munitions shipped on | 
. British account rising to as much as $1,117 million in 1944. This represents about 
three times as much as the value of all commodities exported annually to the United 
Kingdom immediately before the war and is substantially greater than the value of 
- all commodities exported to overseas countries before the ware The Canadian ship- 
ments of food to the United Kingdom also rose to exceptional heights. Expenditures 
- on food shipped on United Kingdom account in both 1944 and 1945 averaged close to 
_ $500 million. This amount also is considerably greater than the value of all ex- 
ports to the United Kingdom before the ware Other expansions in the value of ex= 
ports were particularly notable in shipments of aluminum products which were greatly 
expanded to meet wartime requirements, some of the expansion having been financed 
by British capital assistance. Another industrial material essential for war pur-= 
poses was lumber, the shipment of which increased sharply. Other types of wood 
products were also required in wartime Britain in much greater amounts than before 
the war. Likewise Canadian ferro-alloys and steel showed notable increases over 
“the prewar levels. Some types of chemicals were also supplied by Canada. 


One factor contributing to the very heavy movement of Canadian commodities 
to the United Kingdom was the arrangement under which Canadian armies were equipped 
and maintained in the United Kingdom and elsewheree Some of the munitions and 
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equipment going from Canada to the United Kingdom was later used by the Canadian 
forces overseas. But, the financial settlements for these transactions were separate > 
with the result that there were substantial British expenditures in Canada on equip- NG 
ment which was later transferred to Canadian forces and the cost of which became an 
element in Canadian settlements with the United Kingdom for the costs of maintaining 
and equiping the overseas forces. Likewise some of the food and other commodities 
shipped from Canada might have been later consumed by the Canadian forces, but these 
also would represent another Canadian expenditure in the United Kingdom. This sit- 
uation tended to increase the volume of financial settlements in both directions 
between Canada and the United Kingdom during the war. 


Among services provided by Canada for the United Kingdom were such 
distinctly wartime activities as air training, munitions inspection, construction 
and maintenance of naval bases, the provision of facilities for internment and the 
many administrative activities required by the British in Canada in connection with 
the prosecution of the war. The expenditures on war services in the latter years of — 
the war rose as high as $1530 million in 1942 and remained at $128 million in 1943 and 
1944. Another important rise in British expenditures in Canada rose from shipping 
and the inland transportation of the huge volume of commodities being shipped overseas. 
Inland transportation to the ocean ports made up a large part of this, amounting in 
some years to approximately $60 million. Other expenditures by the British on trans- 
portation included the expenditures in Canadian ports on the account of British ships. 
Under wartime conditions these expenditures expanded very sharply. The number of 
vessels required to move the commodities was very great and the ships tended to take 
on more supplies in Canadian ports than has normally been the case in peacetime. 
Repairs also were a substantial item as well as port dues and other service expendi- 
tures connected with shipping. While some of the more customary exchanges of services 
declined sharply such as civilian travel, these declines were much more than displaced 
by the emergence of the large wartime factors described above. The pattern of per- 
sonal remittances was also greatly altered during the latter years of the war; with 
large numbers of Canadian forces stationed in England, ‘there were very substantial re- 
mittances by these men back to Canada. 1 


Since Canadian expenditures on British goods and services were much less 
than the essential wartime British expenditures on Canadian commodities and services, 
there was a formidable financial problem of filling the resulting gap in the current 
account between Canada and the United Kingdom. The predominant movement of com- 
modities to the United Kingdom can not be disassociated from the position of that 
country as a spearhead and base of operations against the axis. Furthermore, the 
form which the economic mobilization in Britain took made it difficult for the 
United Kingdom to provide many of the commodities for export which normally entered 
into trade with Canada. In 1940 British policy was still directed towards ex- ¢ 
panding exports in order to finance overseas war expenditures but as the war de- 
veloped this policy had to be abandoned, with a greater concentration of British 
industrial and manpower resources towards more direct war ends. Consequently, the 
volume of British commodities shipped to Canada declined during the latter years . 
of the war although Canadian civilian purchases of commodities from the United ; 
Kingdom into Canada did not fall below $100 million until 1944. : 


Another item of Canadian payments to the United Kingdom which was pre- ; 
cluded from expanding was the substantial total of interest and dividends paid by ; 
Canadian governments and corporations to British investors in Canada. Since a 
substantial part of the British current shortage of dollars during the early years” ‘ 
of the war was covered by repatriations of Canadian securities held in the United . 
Kingdom, there was a considerable drop in the volume of Canadian payments of interest 
and dividends to the United Kingdom investors. Official repatriations mainly of 
Dominion and Canadian National Railway issues amounted to $704 million and the sub- | 
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sequent British lose of income on these bonds led to most of the decline in payments 
of interest and dividends which had taken place by 1942. In addition, there were 
private repatriations of Canadian securities of about $300 million, which fur ther 
led to reductions in Canadian income payments. The next largest normal British 
source of revenue in Canada, income from shipping serviess, was also prevented from 
expanding appreciably because of the course of the war. Most of this revenue 
normally arose from carrying British exports to Canada. The decline-in these ex= 
ports along with the diversion of British ships to other wartime duties combined 
to offset the effects of increased ocean transportation costs, with the result that 
Canadian payments for freight and shipping services wore lower in some years during 
the war than before the war, and were only moderately higher in several other ware 
time years. Another group of expenditures were those connected with Canadian travel 
in the United. Kingdom and the revenue from passenger fares sold to Canadians travel- 
ling on British ships. Pleasure travel ended abruptly with the war, with the result 
that Canadian travel expenditures in the United Kingdom, apart from the expenditures 
comected with the Canadian forces overseas, declined to several million dollars 
compared with an estimated $16 million in the Coranation year 1937. Other current 
expenditures of a normal character did not change very substantially, but the volume 
has never been exceptionally large. 


There was one large new wartime element in the current account of debits 
with the United Kingdom, however, which became of primary importancee This was the 
total of Canadian expenditures in the United Kingdom arising out of the activities 
of the Canadian forces overseas. These expenditures were to mount to a peak figure 
of $1,085 million in the invasion year 1944. In the preceding year they had been 
less than one-half of this amount and in the succeeding year the level was reduced 
to about $696 million, most of which decline occurred in the first half of the | 
year. The arrangements of the British and Canadian governments for handling these 
expenditures required that generally all costs in connection with the Canadian 
forces overseas should be borne by Canada. It developed that much of the equipment 
of the Canadian forces overseas was obtained through British sources. Similarly, 
ammunition was procured through the same ehannels and many of the other commodities 
and services required for the maintenance of the Canadian forces overseas, such as 
food, housing, fuel, electricity, transportation and the like. The British govern= 
ment was reimbursed for the costs of these goods and services by payments on account 
made by the Canadian goverrmente Originally these payments were practically all 
made in sterling but at a later stage many of the payments were made in Canadian 
dollars, this being an important British source of direct supply of Canadian dollars 
at a time when British payments of contracts in Canada were very heavy. Other ex- 

_ penditures of the Canadian forces overseas were met directly by the Canadian govern= 
ment in sterling. The pay and allowances issued overseas were the most important 
element in these latter expenditures, although other items covering purchases of 
stores and services of different kinds were also substantial, The largest element 
in the cost overseas, however, arose from the payments for equipment. Many of these 
payments were the result of accounting based on capitation rates calculated jointly 
by the two goverrments. Although Canadian overseas expenditures reached the high 
level noted above in 1944, there was still a very large gap in the current account 

- remaining to be financed. In 1944 the high level of overseas payments had the 
effect of reducing the United Kingdom's current account disequilibrium with Canada 
to $746 million, eompared with $1,149 million in 1946 and $1,223 million in 1942, 
even though in 1944 British expenditures in Canada for current purposes reached 
their peak of $2,065 million. 


The sterling area's shortage of Canadian dollars has been even greater 
than the above amounts for the United Kingdom as the other countries of the sterling 
area besides the United Kingdom have normally as a group had larger expenditures in 
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Canada than revenue, and this normal disequilibrium was considerably increased during 
the war, particularly in the latter years when the movement of commodities to the é 
other British Dominions on their own account became large. Even by 1940, however, — 
the balance of credits on current account with other Empire Countries had increased ye 
to $76 million compared with $44 million in 1938 and $24 million in 1937. But, by 
1944 the balance amounted to $133 million and in 1945 it expanded to $292 million. 
The principal contributor to this balance of credits is the value of Canadian exports 
to these countries which customarily exceeds imports by a considerable margine In 
addition, there is normally some income from direct investments in these countries 

by Canadian companies adding to Canadian receipts, as well as a balance of Canadian 
receipts on freight and shipping account. Some of the latter arises from the inland | 
freight from points of origin in Canada to the ocean ports and some arises, from 
revenue of Canadian ships carrying exports to British Dominions and Colonies. The 
principal development during the war in service transactions was an increase in 
credits on freight and shipping account which expanded particularly in the latter 
two years of the war when the Canadian merchant marine constructed during the war, 
was in operation and the movement of commodities was heaviest. In addition, there — 
were substantial expenditures on war services in Canada by Australia and New Zealand, | 
mainly on their share of the costs of the British Commonwealth Air Training Plane 
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Canadian exports on account of other Empire countries rose early in the 
war, but not so much as total Canadian exports to these countries, as many of the 
exports to certain areas in the war zone, or countries in which there were military 
and naval bases, were on British account. With the development of Mutual Aid, 
however, thare was a considerable increase in the total of exports on the account 
of these countries as Canadian commodities used in the prosecution of the war by | 
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countries receiving Mutual Aid were procured on their own account and partly financed 
by the Mutual Aid extended to these countries. The peak in exports on the account 

of other Empire countries occurred in 1945 when they totalled an estimated $351 
millions Of this amount, $61 million was financed by Mutual Aid to Australia, New 
Zealand, India and British West Indies, Exports to many countries for cash were 1 
also exceptionally high in that year, particularly to India. There were also exe 
ports of locomotives to India financed by advances by the Canadian government. The j 
value of imports from other Empire countries increased substantially during the war 
and with the exception of the peak year in 1941, remained relatively stable. ) 
Shortages in the supply of some commodities and scarcity of shipping prevented imports 
from this group of countries from meeting the full Canadian demand for their products. 


CAPITAL ACCOUNT 


) 
Special methods of financing the British deficiency of Canadian dollars 
arising from the great excess of wartime expenditures over receipts had to be de« 
veloped. The principal form of financing was the Mutual Aid program, under which 
Canada provided munitions, food, and other war Supplies and services directly to 
Allied countries unable to pay for these supplies because of financial difficulties 
caused by the war. Early in the war, however, Britain secured Canadian dollars to 
caver expenditures in Canada through the official repatriations of Canadian ~ 
securities held in England. By the end of 1942, virtually all of the Dominion and 
Ce Ne Re issues held in the United Kingdom had been repatriated. During the same 
early period and particularly in 1941 and early in 1942, the deficiency was also 
covered by Canada accumulating substantial amounts of sterling. The major part of ; 
the accumulation was converted in 1942 into the Canadian dollar loan of $700 million 
to the Government of the United Kingdom. In the same year, the Canadian. Parliament 
appropriated $1,000 million as a gift to the United Kingdom to enable purchases of 
food and munitions and other requirements to be covered. This contribution took the 
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form of a financial transfer of funds to be used by the British as required to cover 
the shortage of Canadian dollars, although in effect it was a transfer of goods and: 
services, The later development of assistance, Mutual Aid, was likewise a contribu- 
tion to the common cause but was made directly in the form of goods and services to 
each country requiring aid. Mutual Aid to the sterling area including the Billion 
Dollar Contribution had a total value of $3,175 million at the end of 1945. Official 
repatriations of $703 million made up the next largest method of financing and the 
' amount of the $700 million loan'to the United Kingdom outstanding at the end of 1945 
was about $561 million. Another substantial source of Canadian dollars arose from 
the purchase of gold and U. &. dollars from the United Kingdom for Canadian dollars. 
_ These purchases totalled $504 million during the period to the end of 1945 and 
_ provided an important means of meeting Caneda's deficiency of Us S. dollars. Private 
_ repatriations of securities by Canadians were another source of financing as well as 
a number of special financial settlements between the Canadian and United Kingdom 
governments. Following the termination of Mutual Aid at the end of the war, interim 
advances were made ‘by the Canadian government to the United Kingdom, which by the 
end of 1945 totalled $164 million, in order to ensure the continued shipments of. food 
to the United Kingdom. In 1946 this method of financing was superceded by, the credit 
_ of $1,250 million extended by the Canadian governnent to the United Kingdom in order 
to facilitate purchases of goods and services in Canada and to assist the United 
Kingdom in meeting transitional postwar deficits in its current balance of payments « 
_ These deficits continued to be substantial in Britain's account with Canada af ter 
| the end of the war, because of the continued British need for Canadian commodities, 
' particularly food and industrial materials. At the same time, there has been the 
great contraction in British receipts of Canadian dollars from overseas expenditures. 
These declined sharply after the war and increases in British exports to Canada have 
' been limited by supplies available in that country, and analysis of special and 
capital transactions between Canada and Empire Countries during the period from 1957 


to 1945 is given in Table XV. 


CHANGES IN INTERNATIONAL CAPITAL POSITION BETWEEN 
CANADA AND THE STERLING AREA 


The effects of the war upon the balance of Canadian indebtedness to the 
United Kingdom have been quite pronounced. British investments in Canada partic- 
ularly in certain types of securities were sharply reduced by the official re=- 
patriations which amounted to over $700 million and also by private repatriations 
‘which from the start of the war to the end of 1945 amounted to about $300 million. 
An analysis of British investments in Canada is presented in the statistical tables 
appearing at the end of the reporte 


i. The official repatriations included all the Dominion goverrment direct 
issues owned in the United Kingdom and almost all of the Canadian National Railway 
issues owned there. The private repatriations were scattered over a number of other 
types of issue, almost one~half arising from redemptions of Canadian securities 
during the period and the remainder arising from Canadian repurchases of outstanding 
bonds and stocks held in the United Kingdom. Provincial, municipal and corporation 
issues are all included in the private repatriations. In the early years of the war 
particularly, a large number of vested t4ssues were sold in Canada’by British agents 
for the account of the British goverment. In some cases these include all of some 
issues of Canadian stocks and bonds held in the United Kingdome 
; The ovher outstandingly large transaction affecting the balance of in= 
debtedness between the two countries was the $700 million loan issued in 1942 to 
fund the major part of the sterling balances accumulated during the early years of 
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the war. This loan was reduced in subsequent years by the amount of Canadian sec- 
urities repatriated through private channels and at the end of 1945 the amount oute — 
standing was approximately $561 million. Since the Billion Dollar Contribution in 
1942 and Canada's Mutual Aid program which followed became the major source of fin= — 
ancing the sterling area shortage of Canadian dollars, most of the changes in the | 
balance of indebtedness occurred prior to 1943, Changes subsequently mainly arose. 
from the substantial private demand for Canadian securities held in the United King- 
dom. AS a result of thess changes, the balance of Canadian indebtedness to the 
United Kingdom was reduced by more than a billion and one-half dollars during the { 
wartime period. This contrasts with the balance of indebtedness to the United King- 
dom at the beginning of the war of approximately two and one-half billion dollars. ‘| 


q 
The remaining British investments in Canada are mainly in corporation iy 
securities, particularly railway stocks and bonds. There are also scattered British 
portfolio holdings of other corporation stocks and bonds and substantial British ine 
vestments in Canadian branches and subsidiaries. These direct investments are dis- ; 
tributed throughout Canadian industrial, commercial and financial activities. Ina — 
number of cases in the industrial and commercial fields British branches or sube- “f 
Ssidiaries occupy a prominent place, particularly in certain branches of the textile | 
industry, newsprint, vegetable products and chemical industries. British insurance 
companies and other financial concerns also have considerable investments in Cana- 
dian branches. British holdings of Canadian provincial and municipal bonds are com= 
paratively small in total although many issues originally. sold in the United Kingdom 
are still mainly held there. Canadian investments in the United Kingdom have a 
value of about $100 million. Apart from some direct investments by Canadian com- 
panies in branches and subsidiaries there, the investments are widely scattered 
portfolio holdings of a great variety of British stocks and bonds, many of which 
originated from inheritances or are held by persons who have migrated from the 
United Kingdom to Canada. 


The changes in indebtedness discussed above do not include a number of. 
intergovermmental items directly arising out of wartime activities which were the 
subject of settlements in the Financial Agreement and the Agreement on the Settle- 
ment of War Claims between Canada and the United Kingdom which were signed at 
Ottawa March 6, 1946. Covered by the Financial Agreement was $425 million owing by 
the United Kingdom to Canada with respect to the British Commonwealth Air Training 
élan which ths Canadien government agreed to cancel. The Agreement for the Settle- 
ment of War Claims covered a more diverse group of outstanding claims which had ac- 
cumulated during the war. The settlement was completed by the payment by the 
United Kingdom to Canada of $150 million to cover the balance of Canadian claims 
against the United Kingdom. Chief among the Canadian claims were interim advances 
to the United Kingdom under the War Appropriation Act, mainly financing exports of 
food, following ths end of Mutual Aid. There were also advances for other supplies 
teNinevod after the end of Mutual Aid and advances to India for locomotives and a 
variety of amounts owing to Canada arising out of Canadian military and naval act= 
ivities overseas. More prominent among the amounts owed by Canada to the United 
Kingdom were balances due with respect to army capitation payments, the balance 
owing by the air force on reserve stocks account, the balance of the United Kingdom 
equity in the general working capital fund, and the United Kingdom claims to -re~ 
serves accumulated in various pool projects arising from price adjustments. The 
special settlement cancelled all claims between the two governments arising between 
September 3, 1939 and the end of February, 1946. with the exception of certain 
special imarie actions settled otherwise such as the amounts already referred to 
owing by the United Kingdom with respect to the British Commonwealth Air Training 
Plan, the 1942 loan to the United Kingdom, claims arising out of military relief 
and out of transactions for which established procedures were in operation, and 
certain payments of a routine nature. 
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Since most of the methods of financing the current account shortage of 


Canadian dollars experienced by the sterling area during the war were obtained 


through United Kingdom arrangements, most of the changes of indebtedness effect 
the position between Canada and the United Kingdom. Changes in indebtedness be- 


tween Canada and other sterling area countries have not been large. Mutual Aid to 


‘gome of these countries helped fill the gap in the latter years of the war and other 


- Canadian dollars used by these countries were obtained through the United Kingdom. 


Before the war the investments of other sterling area countries in Canada were re- 


 latively small and Canadian investments in other Empire countries had a value of 


approximately $76 million. About two-thirds of this was made up of direct invest- 


ments and the remainder was distributed between portfolio investments of stocks and 


bonds. 


BALANCE OF PAYMENTS WITH THE UNITED STATES 
DURING THE WAR 


er 


Close economic relations with the United States are an important element 
in the Canadian economic structure. The normal exchange of goods and services be- 
tween the two countries gives rise to a deficit in Canada's current account with the 
United States. Canadian participation in the war le@ to a great expansion in imports 
of United States merchandise and in other expenditures in the United States. The 


United States is the principal source of supply for many industrial materials and 
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fuel as well as for many manufactured products, food, capital equipment and other com 
modities and services. The Canadian expansion in the volume of production and in in- 
dustrial capacity combined with the effects of larger incomes arising from higher 
levels of economic activity, all contributed to sharp increases in Canadian imports 
from the United States. Furthermore, the United States became the source of supply 
for many commodities formerly purchased overseas. The wide range of commodities a- 


 yailable in the United States combined with increased Canadian demands made for very 
_ large Canadian imports. The range of Canadian commodities in demand in the United 


States, on the other hand, is not so great. It is more concentrated on some important 
export staples which constitute a large part of the total. While increases in United 
States demand for these commodities were very large, to some extent due to overseas 


sources of supply being displaced, there was not the sharp rise in Canadian exports 


to the United States comparable to the early rise in imports until the year 1942 when 
Canadian production of munitions, ships and other supplies had developed, part of which 
was sold to the United States. These exports of war supplies remained very heavy for 
the rest of the war and in addition there were extraordinarily large American purchases 


_ of Canadian grain from 1945 on. 


The balance of merchandise trade between Canada and the United States has 
customarily been one of the principal contributors to Canada's current account 
deficit with that country. This unbalance in the merchandise account and consequently 
also in the total current account as well, reached its highest pre-war levels, apart 
from the abnormal year 1920, in 1928 and 1929, the merchandise deficit excluding gold 
being $307 million in 1928 and $356 million in 1929, and the current account deficit 
reaching $549 million and $437, respectively, During the depression, the merchandise 
deficit declined as movements of commodities between Canada and the United States 
contracted and in 1936 when United States purchases of Canadian grain were heavy be- 
cause of the drought in the middle west, there was temporarily a small balance of - 
exports to the United States. But, with the recovery of trade the merchandise 
balance of imports had increased to $132 million in 1938 and the current account de— 
ficit with the United States to $149 million. With Canada's wartime requirements 
the merchandise deficit expanded sharply immediately in 1940 to $268 million and ~ 
even further in 1941 to $544 million. This rise occurred despite the War Exchange 
Conservation Act of December 1940, which among other measures, designed to ease the 
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exchange situation, prohibited the import of certain non-essential commodities from 
non-sterling area countries. As the increase in imports shows, the saving in ex- 
change from the prohibition of luxury imports was much more than offset by increased 
wartime expenditures. 


In order to meet this situation arising out of Canada's heavy wartime needs 
for American commodities, it was necessary to develop new sources of receipts of 
U. S. dollars if Canada was to continue to be able to purchase the imported commodi- 
ties needed for maintaining war production and the equipment of the Canadian forces 
and further industrial expansions. As a result of the Hyde Park Agreement of April, 
1941 new sources of receipts were developed permitting Canada to specialize in the 
production of certain types of products required for the war. Some types of Canadian 
production were especially developed to meet United States requirements and by 1942 
receipts were rapidly growing from the resulting export of ships, munitions and raw 
materials. It was only the effects of the Hyde Park Agreement which prevented the 
merchandise deficit from expanding even further in 1942 and later. The sale of ships 
and munitions arising out of the agreement, and later the augmented requirements 
following the United States entry into the war, led to sharp increases in Canadian 
receipts from exports. The increases in receipts from exports on United States 
account in 1942 and 1943 were greater than the expansion in imports during those 
years with the result that the merchandise deficit was reduced to $205 million in 
1942 and $87 million in 1943 and actually transformed in 1944 into an unprecedented 
surplus from exports amounting to $331 million. This surplus was a very temporary 
phenomenon however, being the combination of large non-recurrent receipts from 
munitions of over $300 million in U. S. dollars and from grain of close to $300 mil- 
lion. The latter source of receipts reached its peak in 1944 with the combination 
of abnormal American demands for grain for use as feed and industrial materials.: 
In 1945 even though receipts from munitions and grain were of the order of $200 mil- 
lion and $100 million, respectively, and although imports showed their first decline 
a surplus from merchandise trade was reduced to $15 million. By the first quarter of 
1946, however, a large merchandise deficit had already developed in Canadian trade 
with the United States, the surplus in 1944 and 1945 being temporary wartime de- 
velopments rising out of the coincidence of abnormal receipts from munitions and 
grain combined with exceedingly heavy American demands for other types of food, news- 
print, pulp wood products and other commodities normally entering into Canadian trade 
with the United States. 


Increases in the value of imports from the United States have been widely 
distributed among different commodities. But, in 1943 the value of each broad 
group of commodities was at least double the 1939 level with the exception of the 
smaller groups of commodities, animal products and wood products, for which war 
demands were relatively small. The increases are due to price increases, including 
the depreciated exchange value of the Canadian dollar, as well as to increases in 


volume. The greatest proportionate increase in the value of imports occurred in 
metal products and changes in the composition of commodities in this group have been 
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very great. Materials and components required in war production not only generally 
made up the increases but also displaced civilian commodities formerly imported. 
Then, too, the United States became the principal source of supply for many com-— 
modities formerly imported by Canada from overseas, cotton textiles being one of the 
best examples of this. Increased civilian consumption of some consumers! goods like 
fruits and vegetables were another factor in expanding imports, although many luxury 
types of products were excluded by the War Exchange Conservation Act in 1940, in 
order to conserve U. S. dollars exclusively for more essential war imports. During 
the six wartime years from 1940 to 1945, Canadien purchases of commodities in the 
United States totalled $6,271 million as is shown in the following table. 
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ANALYSIS OF COMMODITIES IMPORTED FROM THE UNITED STATES 
ON CANADIAN ACCOUNT, 1940-1945 


(Millions of Canadian Dollars) 


(1) Imports mainly for Civilian Purposes ~ 


Agricultural and Vegetable Products .oscee-coseoses 520 
Animal Products eeweovposeeeceovoeseeeoeveeosoaeaese eseecosv 8vneee , 109 
Textiles and Fibres eegoeseeoonee Oe eeae @ eoeseeve0ese2980808 500 


Wood Products eSCHOSSTHOHSTESHGHOSSHSTHOHSHFHOHHSHESSHHEEHOBHHHS 228 


Sub-Total (1) eso ec eeneoere or HO HGH Fe2HR HHO 0 CG 1,557 


(2) Imports mainly for Fuel 


Non-Metallic Minerals erceveecoaeaeoeeeseeeeSe2aeeesee 1,152 


(3) Imports mainly for War Purposes 


Metal Products = 


Plncste isd Iron & (eo Products .c..-seesecedensve, 25208 


Classified Non-Ferrous Metals and Products ccs-e 407 
Unclassified War Imports erccecsrcocsecccsssrscoce 789 

' Total eveoeseoexeseceoseneseeneeeeaeesrer eo oe 3,454 
Chemicals and Products coe eesr ee oeeeseeeesceeseneeres 556 


Sub-Total (3) eee e eos eevee eases eaeeeeeeee 3,810 


Net Imports Purchased by Canada aS above «-s-++eees 6,319 


Total After Deductions of Non-Commercial Imports 
and Valuation Ad jus tments eeeonenvre eeeveevs eee ee oe ae Ceark 


While it is impossible to sharply analyse all imports according to their 


use in war or civilian purposes, the analysis by groups of imports is suggestive 
of the extent to which special wartime needs contributed to the expansion in importse 
A major part of the total of imports is made up of commodities falling in groups 


Imports of metal products including military 


mainly employed for war purposese 
s and products had a total value of $3,810 million. 


equipment and imports of chemical 


Since Canadian vroduction for civilian purposes of durable goods was sharply cur- 
tailed early in the war and eliminated in the case of many products, the major de- 


mand for imports in this group arose from wartime purposese Likewise, a large part 
of the imports of non-metallic minerals totalling $1,152 million can be attributed 
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to war purposes since the biggest constituents of the group are coal and petroleum, 
a large pert of the damand for which was directly related to war requirements. The 
remaining group of commodities made up of types mainly used for civilian purposes 
totalled $1,357 million or only 21 per cent of the total imports purchasede But, a 
wartime demand existed even in this group of commodities particularly in the textil 
and fibre groupe. Thus although an accurate division of imports between civilian and 
war purposes can not be readily made because of the diverse uses of some indus trial 
materials and fuels, the predominant wartime character of Canadian imports from the 
United States is readily apparente 


Canadian imports during the war years fluctuated irregularly in relation 
to national income. Generally the ratio of imports to national income at net factor 
cost increased during the early part of the war and declined in the last two years. 
The highest ratio, 19.7 per cent, occurred in 1940, having risen from 16.5 per cent 
in 1938. The percentage declined in 1941 to 16.3 but increased again in 1942 and 
1943 to 17.0 and 17.4, respectively. In 1944 and 1945, however, the ratios fell off 


to 14.4 and 15.0, these being less than the percentages immediately before the war. 
(See Table XX1X Page 75) 


The growth of abnormal Canadian demands for imports arising from war act= 
ivities combined with changing sources of supply and shortages of commodities in-= 
fluenced the relationship of ‘imports and national income during this period. In the 
opening years of the war, imports of machine tools and other industrial equipment 
needed for developing war production were relatively greater than during the years 
following the industrial expansion. With the growth in war production there were 
very great new demands for imported materials and components, These were heaviest 
in the earlier stages of the war production program with the necessity of building 
up inventories of goods in processe Import requirements were, consequently, somewha 
less in the later stages of the program although there were some large imports of 


military equipment during the latter years of the period tending to hold up total 
imports» 


The more discernible relations between certain groups of imports from the 
United States and the Canadian national income have shown some interesting changes 
Before the war, during the 1930's, most groups of imports from the United States 
appear to have fluctuated fairly closely in relation to changes in the national in- 
come. With the war, however, the relationships changed greatly. New kinds of pro- 
duction, and new sources of supply, and changed distributions of income contributed 
to the alteration of the pre-war relationships. The ratio of imports to national 


others. The increases were, as might be expected, greatest in groups of imports pre 
dominantly for war purposes like metal products and chemicals. Some of these groups 
however, fluctuated irregularly during the war, notably iron and its products and non 
ferrous metal products. Imports of non-metallic minerals, mainly reflecting demand 
for fuel, fluctuated fairly closely in accordance with national income. 


The greatest expansion in Canadian exports occurred in commodities affecte 
by special wartime demands like munitions, ships and grains, which became prominent 
in 1942 and thereafter in the case of Ships and munitions and between 1943 and 1945 
in the case of grain. Of total receipts from exports (excluding gold) of $5,703 
million, munitions, ships and other war supplies sold by War Supplies Limited ace 
counted for $1,187 million, and sales of grain $658 million. Sales of grain to the 
United States in 1940 were only about $12 million while in 1943 the sharply swollen 
demand increased these to a Canadian dollar equivalent of approximately $167 million 
with further expansion to around $337 million in 1944. The decline from this peak 
was rapid, sales of grain in 1945 declining to approximately $100 million. Receipts 
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from war supplies and grain accounted for almost one-third of the total receipts 
from exports to the United States in the six years. The abnormal war element in 
other exports to the United States is less readily identified, apart from exports 
of non-ferrous metals. Exports of aluminum, considerably exceeding $200 million, 
_ were a wartime development. Heavier exports of nickel and exporte of other non=- 
ferrous metals which had been established trades before the war also are related to . 
- special wartime requirements in the United States. Demand for many other Canadian 
commodities normally entering into trade with the United States was likewise stinmue 
lated by wartime situations as well as by increased American civilian consumption. 
There were larger exports of Canadian wood pulp and newsprint originating from a 
_ greater reliance upon Canadian sources of supply. Other commodities increased 
mainly from larger American civilian consumption as in the case of fish and other 
foods. Substantial increases occurred in exports of many groups of commodities 
entering civilian consumption. Miscellaneous agricultural products, animal products, 
wood products and non-metallic minerals all increased. Higher prices arising from 
_ ‘the premium on U. S. dollars and from wartime price increases, as well as larger 
_ volume, contributed to the growth in the value of exports of most of these comnodiq 
ties. But many. of these commodities were in short supply and exports could not have 
been expanded indefinitely even if export demands had been greater because of limi- 
tations upon Canadian productive capacity. It is clear that American wartime needs 
for commodities normally purchased in Canada were much less than Canadian require=- 
| ments for United States commodities. It was only because of large abnormal special 
receipts from the sale of war supplies and grain that the balance of commodity 
imports was held down to $568 million during the wartime period as a whole. 


ANALYSIS OF RECEIPTS FROM EXPORTS FROM CANADA 
ON UNITED STATES ACCOUNT, 1940 = 1945 


(Millions of Canadian Dollars) 


Munitions, Ships and other wax supplies sold 
by War Supplies Ltd eo coccceseseseesooeseoo0009e8 1, 187 


Grain coccecvecce ess oe Hos OTHE HO THF ETLTHOOHHAEDOE® 658 
Other Agricultural Products soccecssscccccs sve 0 e0ve 295 


Animal Products .cocecoccevecvevsccces seers os0uee 455 
News print sccccsccccccecccccesesssoccoveceesescess 789 
Pulp Wood of chk RMU Rie OL ERR ERED id 428 
Other Wood Products gh ale PR NOE I A IR 505 


Non=-f errous Metals (NeOsFs) CCHS OCCOFHRSHOBOHESEHHESHOHEOG 750 


Other Commodities (1) “eked ce Me) aa eR ees RAL 431 
Total Receipts from Exports (Excluding Gold) «+. 5,705 


Net Exports of Non=Mone tary Gold (2) eoeeeeerves eee 939 


/ 


(1) Including exports of foreign produce. 
(2) While the gold produced was not all sold to the United States, it represents an 
asset potentially convertible into U. S. dollars. 
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The total current account deficit with the United States during the six 
wartime years amounted to $761 million. This was greater than the deficit on mer= 
chandise account of $568 million which has already been discussed, all the other . 
current transactions entering into Canada's accounts with the United States being 
also contributors on balance to the current account deficit, 


Non=monetary gold and tourist and travel expenditures contributed sur= 
plusses, while interest and dividend payments, payments for freight and other trans- 
portation and payments for miscellaneous services exceeded receipts. Total credits 
from non-monetary gold exports amounted to $939 million. This represents the value 
of the gold produced during the period even though some of it was not actually ex- 
ported and sold in the United States. Being the equivalent of convertible exchange, 
gold production can be regarded as a source of current credits in Canada's United 
States dollar accounts. 


The other source of receipts, tourist and travel expenditures which show | 

a surplus of recsipts of $396 million during the period, was affected by wartime | 
developments. Because of a growing scarcity of U. Se dollars in 1940, restrictions 
were introduced during the summer by the Canadian government upon pleasure travel 

by residents of Canada involving expenditures of U. S. dollars. By the introduction 
of these restrictions, which were not modified until May, 1944 and 1945, Canadian 
travel expenditures in the United States were greatly reduced since Canadian pleasure 
travel in that country was virtually eliminated, travel being limited to essential 
purposes such as business and health. Canadian expenditures in the United States 

for travel declined from $67 million in 1939 to $18 million in 1941, Although there 
were moderate increases in 1942 and 1943, the total expenditures by Canadians did 
not approach the pre-war level until 1944 when the restrictions were lifted to the 
extent of permitting a limited amount of expenditures on pleasure travele A further 
relaxation in the restrictions in May, 1945, permitted expenditures on pleasure 
travel for any reasonable amount and Canadian expenditures in that year rose to 

$83 million. Travel between Canada and the United States in both directions was 

also greatly affected by other wartime developments. The expenditures of Americans 
in Canada on travel declined sharply in 1940 following the introduction in the 

United States of passport requirements for re-entry of persons returning to the 
United States from a trip in Canada. Although there was some recovery in the traffic 
in 1941, it fell off in 1942 following the introduction of gasoline rationing and 

the limitations upon automobile travel imposed by tire shortages and other wartime 
developments. American expenditures in Canada only recovered moderately in 1943 

and 1944, but, in 1945 there was a sharp incrense particularly after the end of 
gasoline rationing in the United States following the termination of the war with 
Japan. Total American tourist expenditures in Canada in 1945 of $163 million ex- 
ceeded the inmediate pre-war level. The Canadian controls on travel expenditures 

in the United States had the effect of moderating the decline in net revenues which 
would otherwise have resulted from the sharp falling off in American pleasure travel 
to Canadae The average annual revenue on tourist account during the six years was 
only moderately less than during the inmediate pre=war years, although gross receipts 
and payments on travel account were both substantially less. 


The largest source of net debits on current account arises from interest 
and dividend payments on American investments in Canada. During the six years, 
payments of interest and dividends exceeded receipts by Canada of interest and 
dividends from investments in United States by $1,033 million. This represents =. 
smaller annual net payments than in the years before the ware Some of the reduce 
tion can be attributed to appreciable increases in Canadian receipts of interest 
and dividends from American securities. Receipts of dividends on direct investments 
by Canadian companies operating in the United States were greater than before the 
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war and there were increases in the dividends paid by American public companies on 
shares held by Canadian investorse Dividends were received on some stocks during the 
ar which had not been paying dividends during the, depression and the rates of other 
ividend payments were increased. The other contributing factors to the reduction in 
‘the net payments arose from the reduced dividends paid by Canadian corporations to non= 
resident investors. Dividends paid by some groups of companies, notably gold mines, 
tended to decline as the war progressed. Other groups of companies, particularly the 
Canadian subsidiaries of United States parent companies, made smaller dividend dis= 
bursements, although earnings were not reduced. These companies in the aggregate re=- 
invested large amounts of their earnings in Canada. ‘The total undistributed profits 
of branch and subsidiaries of United States companies in Canada amounted to approxi= 
mately $215 million during the six year period. Another factor reducing the amount 
of dividends remitted was the increase to 15 per cent in the non-resident withholding | 
‘tax on dividends paid by public companies in 1941. Offsetting some of the decline in 
net dividends received by United States investors was the effect of the premium on 

Ue. Se dollars which principally increased the Canadian dollar cost of interest pay- 
ments to non-residents. In addition to the premium on interest payable in Us S- 
dollars, there were the additional interest payments arising out of the increased 
American holdings of Canadian bonds and debentures during the later years of the ware 


Canadian payments for freight and transportation services in the United 
States increased very sharply during the ware Transactions on freight account were 
closely related to the great expansion in commodity movements. Gross receipts and 
payments increased very sharply as a result of the expansion in exports and imports. 
The increase was greatest in the case of Canadian payments to the United States for 
‘freight and shipping services with the result that the balance of payments on this 
“account was much larger than before the ware Canadian receipts are mainly for rail 
freight from the points of shipment of Canadian exports to the border. Receipts 
"from intransit traffic carried from the United States were also much heavier both 
on Canadian-owned railways and on United States operated railways in South Western 
“Ontario. Canadian railway revenue was also substantial on treffic carried by the 
Canadian railways for the United States army in eonnection with defence activities 
‘in Canada. There was aiso some increase in Canadian shipping revenue accompanying 
the expansion of Canadian shipping services in the latter years of the war. Payments 
to the United States on freight account are mainly to the United States railways | 
carrying goods from the point of shipment to the border. The freight on increased 
coal movements was a particularly large item. There was also freight paid to United 
States railways in connection with movements ef Canadian war production overseas by 
way of United States ports. Ocean freight costs including war risk insurance added 
greatly to Canada's freight account with the United States during the war, the cost 
of moving bulk commodities like petroleum and bauxite to Canada being heavye 


. All other current transactions besides those already described resulted in 
net payments by Canada of $72 million. Besides including a great variety of normal, 
commercial and financial services, this group of transactions embraces some parti= 
eularly large wartime payments which do not fall in the other groups of classified 
transactions. Examples of particularly large wartime items affecting the totals 
are the expenditures of the United States goverrment in Canada on the Alaska highway, 
air fields, Canol, telephone lines and other defence activitiese Cash expenditures 
‘in connection with these activities appear as credits in the other transactions o 
Although the exact amount is difficult to isolate, these transactions are believed 
to have exceeded several hundred million dollars during the period from 1942 to 1945. 
The largest unusual payments by Canada ineluded in other current transactions were 
the special paynents of $280 million to the United States Treasury in 1944 covering 
payments for air fields and telephone lines constructed by the United States in 
Canada and other war expenditures. Among the more normal current transactions which 


have been consolidated into this group of transactions are personal and immigrant re 
mittances, religious and benevolent remittances, motion picture and other royalties 
earnings of Canadian residents employed in the United States and United States resi 
dents employed in Canada, econmercial, financial, professional and technical services 
and other miscellaneous services. The item alse includes miscellaneous remittances 
ef income such as interest on mortgages and loans, rents and income from estates s 
trusts 
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CHANGES IN INTERNATIONAL CAPITAL POSITION 


The wartime changes in Canada's capital position in relation to the United 
States dollar area have been largely offsetting in effect, although the various el- 
ements. in the position have been quite materially altered. Because of ,the accumula- 
tion of receipts of U. S. dollars in the latter years of the war, there was a very | 
substantial growth in Canada's holdings of gold and Us S. doilars.in the wartime per 
By the end of 1945, the increase was $1,115 million from the date of inception ef ex 
change control, September 16, 1959. But, offsetting this sharp increase in liquid ri 
ssrvec was a considerable reduction in Canadian holdings of United States and other 
fereign securities and other assets in the U. S. dollar area together with a substan 
tial inerease in United States holdings ef securities. During this period, the latt 
heldings increased $484 million. There were alse other increases in American invest 
ments in Canada mainly arising out of the reinvestment of earnings of the branches al 
subsidiaries of United States companies in Canada. As the total amount of these in- 
creases in liabilities and reductions in holdings of American securities and other 
long-term assets was of about the same magnitude as the increase in Canada's liquid 
reserves, the over-all position change vis-a-vis the U. S. dollar area was not large 


The increase in Canada’s external liabilities during the war represents a 
eelatively large preportion of the tetal American investment in Canada at the end of 
1939 of between 15 and 20 per cent. A large part of the inereased holdings of sec- 
urities was holdings of government securitiés, whereas the reinvested earnings 
mainly occurred in the industrial and commercial field in which most American cone 
trolled companies opsrated in Canada. The increase in American holdings of Canadian 
securities, however, is relatively small when considered in relation to the great in 
creases in the total indebtedness of the Canadian government during the war which a= 
rose out of wartime borrowing in Canada. Although the absolute amount of Canadian 
government securities held in the United States increased during the period, the pro 
portion of the debt of the Canadian government held in the United States was con- 
siderably less since the larger part of the Canadian wartime borrowing was internal. 
Canadian bonds held in the United States at the end of 1939 are estimated at $2,115 
million or about 21.5 per cent of a total of approximately $10 billion outstanding. 
By the end of 1945, the United States holdings ais ostimated to have increased to 
$2,508 million or about 11 per cent of the total of approximately $22 billion of 
Canadian bonds outstanding. Even though there has been a considerable increase in 
the value of United States direct investments in Canada, the absolute amounts have 
been relatively small in relation to total investments in corpaqrations in Canada. 
Accompanying the improvement in position of many United States owned companies have 
been comparable increases in the financial position of Canadian owned companies as 
well. Much of the wartime increase in American direct investment in Canada arose ou! 
of normal reinvestments of earnings. During the latter years of the war, there were 
some new investments of American corporate companies in business undertakings in 
Canada but the total of these new investments was still relatively small by the end 
of the war and during the same period there were some withdrawals of capital in con- 
nection with reductions in certain American direct investments in Canada. On the 
whole, it does not seem that the relative position of American capital in Canadian 


industry has changed significantly when the substantial expansion ean. the war in 
ag Canadian industries is considered. More details on United States investments 

in Canada are presented in a subsequent section of the report and in the statistical 
tables, and an analysis of capital transactions between Canada and non=Empire coun= 
tries is given in Table XVI. le ‘ 
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STATISTICAL NOTES 


_ Currency Areas 

. In statements for the period of exchange control, 1959 to 1945, the tables 
_ for Empire countries include transactions with the whole sterling area, and tables Va 
_ for Non-Empire countries cover all transactions with the non-sterling areae The 

_ latter statements, consequently, include transactions in Canadian dollars and other 
currencies with the United States-dollar area, as well as transactions in United 
States dollars. Exports financed by Mutual Aid, UNRRA and other official gifts, and 
_ by export credits and other advances in Canadian dollars are included in the state- 
ments with Non-Empire countries. These official transactions are offset by debit 
entries shown separately in the statements outside of the current account. Similarly, 
there are some relatively small debit entries in the current account with Non-Empire 
 eountries which represent mainly personal remittances which are not made in United 
States dollars or related currencies. These debits are offset by adjusting credite 
in the capital account with Non-Empire countries, there also being adjusting debits 
in the capitel account with Enpire countries» 


q Merchandise Trade 


While export and import statistice are the principal source used for thie 
_ item, they have been adjusted to bring them more into conformity with payments in 
4 the two currency areas into which the balance of payments statements are divided o 


a During the period when data on international payments for war supplies 
_ through officiel channels were availabie, these have been substituted for the value 
' of goods exported. Thus, in the years 194] to 1945, British payments through of-= 
ficial channels for war supplies and food, and payments by the United States govern- 
_ ment for war supplies ani metals exported under the Hyde Park agreements have been 
entered as credits in the merchandise account rather than the value of the goods ex= 
| ported. Similarly, from 1943 to 1945, the expenditures from the Mutual Aid Appropria= 
- tion on account of the various countries are reflected rather than the conmodities 
exported. Since war supplies purchased by the British and United States governments 
have been shipped to various destinations, this substitution of financial data on. 
payments for the value of goods shipped has been a major adjustment necessary in the 
construction of balance of payments statements with the two currency areas for the 

| years from 1941 to 1945. The figures in the merchandise item of the tables are ac- 
cordingly indicative of international payments rather than-of shipments of goods to 
the various countries and areas. Exports are also adjusted on account of wheat and 
other grain movements for storage. Adjustments have also been made for diversions 
'- of grain throughout the period 1926 to 1945. In the years from 1926 to 1950, these 
. adjustments were particularly substantial when large amounts of wheat originally re- 
- corded as exported to the United Kingdom were eventually sold in Continental Buropes 
_ The adjustments made take the form of deductions from recorded exports to the United 
_ Kingdom and additions to recorded exports to other countries. Trade bétween Canada 
and Newfoundland has been excluded end shipments of merchandise on Canadian account, 
such as equipment and supplies for the Canadian forces overseas, Red Cross supplies. 
and private gifts, have also been deducted from the exports as no foreign exchange 
accrues from these transactions. 


Imports of merchandise into Canada for the account of British or Allied 
Governments have also been deducted from the trade figures. These deductions cover 
such imports as goods which the British government has shipped to Canada as part of 
its contribution to the Combined Air Training Organization and equipment and sup- 
- ~plies for the R. A. F. Special Schools in “anada before their ebsorption into the 
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Combined Organizations. Imports from the United States which have been deducted, are 
principally made up of aircraft, aircraft engines and parts and other military equip= 
ment, and materials for British or Allied organizations in Canada which are not paid 
for by Canadas. Imports are adjusted for warehousing and for over-valuation. From 
1948 to 1945, payments made on account by the Canadian government for military equip- 
ment and supplies purchased in the United States under the "Canpay" procedure are re- 
flected in the item of imports from the United States rather than the goods imported 
during the period. Under this procedure, certain goods were purchased from the 
goverment of the United States through the Office of Lend Lease Administration for 
reasons of procurement and priority. 


As a result of these adjustments, the merchandise item is more representa-= 
tive of the international payments made between Canada and the various countries and 
areas shown, particularly during the wartime years. There is still, however, the pos 
sibility of divergencies between the time of payment and the time of import or export 
in the large volume of trade which continues to flow through private channels althoug 
some adjustment for these in the case of intracompany transactions appears elsewhere 
in the balance of payments. 


Net Exports of Non=-Monetary Gold 


This item is the value of "Net Exports of Non=Monetary Gold" as computed 
by the Bank of Canada and explained on page 152 of the September, 1939, Bank of 
Canada Statistical Summary. The figures correspond roughly to the value of current 
production in Canadas The total net exports have been shown in the current account 
with the United States although in the pre=war period, for instance, there were 
some- exports of gold coin to overseas countries arising out of temporary market cone 
ditions in which there was a premium on the price of foreign gold coinse One reason 
for the procedure followed of showing all non-monetary gold in the current account 
with the United States was to show a current account with the United Kingdom in 
these years which is more representative of the more normal commercial trade between 
Canada and the United Kingdom than is the case when exports of gold coin are included 
At the same time, the United States has been the principal market for the world's gol 
production. Then, too, as gold is interchangeable with United States dollars, gold 
along with holdings of United States dollars has constituted Canada's liquid reserve 
of convertible exchange during the war and postwar years, changes in which are en~ 
tered in the capital account. 


Tourist Expenditures 


Estimates of tourist expenditures have been greatly improved in recent 
years. Through the co-operation with the Dominion Bureau of Statistics of the Custo 
Division of the Department of National Revenue and the Immigration Branch of the De-~ 
partment of Mines and Resources, new methods of estimating tourist expenditures, 
first introduced in 1940, have resulted in a greater volume of data than was formerly 
available. In 1941, a more extensive organization of tourist statistics procedure | 
was undertaken. Progress was made, especially in the estimation of the expenditures 
of automobile tourists. A more uniformly classified count of the automobile traffic 
was obtained as a basic record of traffic. In addition, larger and more representa= 
tive samples of tourist expenditures were collected. In recent years over 80 per 
cent of all the United States motorists entering Canada on a travellers! vehicle 
permit have reported their total expenditures in Canadae At the same time, samples 
of over 50 per cent have been obtained from short-term local United States travellers 
crossing into Canada by car. Virtually all of the expenditures of Canadian motorists 
in the United States are also covered by a sample which has exceeded 97 per cent of 
the total traffic in most periods. 
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y The estimates of expenditures in the years 1926-1939 have been revised in 
the light of information accumulated in recent years, whereas the estimates for 
1940-1945 directly reflect the new procedure developed in 1941. In the revision of 
the pro-war years, the new data on expenditures accumulated during the war have been 
“yelated to the statistics on the volume of traffic before the ware Since this 
“method has some arbitrary aspects, the resulting estimates for the pre~war years have 
not as substantial a basis as the estimates for later yearse It is believed, however, 
that they are fairly representative of the level of expenditures in the pre-war yearse 
The new estimates point to much lower levels of expenditures in the pre-war years, 
particularly in the case of expenditures of United States travellers in Canada, than 
ee estimates. originally publishede i 

Interest and Dividends on Securities 

ie ; N 

3 This item is limited to interest on bonds and debentures and dividends paid 
on stock. The earnings of externally owned concerns which are reinvested in Canada 
are not included. Some remittances of income on investments other than securities, 
for which data are available for the period from 1940 to 1945 for the first time, 
‘have been included in the item "All Other Current Transactions". Estimates of these 
“miscellaneous income items have been included in the latter item for the pre-war years 


as well. 


ms; Revenue accruing to residents of enemy occupied and proscribed territory 
from investments in Canada, is entered as a debit in the interest and dividend item, 


and offset by a credit entry in the capital account. 


pai 
portation companies carrying exports to the United State 
ports, revenue received by Canada from intransit traffic, and payments for marine 


and warerisk insurance on goods imported into Canada from overseas. The accounts 
between the two currency areas have been adjusted to allow for the U. Se dollar cost 
of prepaid freight on exports to the Sterling Area. 


Ocean shipping transactions include: freight paid to British or foreign 
ships on imports, expenditures abroad on account of Canadian ships, payments by 
Canadian companies for the charter of British or foreign ships, earnings of Cana= 
‘dian ships on exports and on traffic between foreign ports, revenue of Canadian 
companies from the charter of ships and expenditures in Canada on account of British 


and foreign shipse 


All Other Current Transactions 


‘ 


; This item includes goverrment expenditures, a wide range of miscellaneous 
transactions mostly in the field of services, and some unusual transactions which 
have occurred during the war, and which are not readily classified in any other item. 
In comparisons of this item from one year to another, its varied composition should 
be taken into consideration. The treatment of some types of transactions also varies 
during the period, the net balance being entered in some years and the gross trans= 


actions in otherse 


Government expenditures are more important in the years 1941-1945 than in 
previous years and represent the bulk of the item in the account with Empire Count- 
ries in these yearse The «xpenditures of the Dominion government in connection with 
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the maintenancs of the Canadian armed forces overseas is the most important part of 
the government sxpenditurss among the debits, and the expenditures of the British 
government on at)» training and other wartime activities in Canada, and the expendi- 
tures of Australia and New Zealand on air training are the most important among the 
credit entries for government expenditures in the account with Empire Countries. 
Payments by the Canadian government for imports of goods and by the British or 
Allied governments for goods exported, are, of course, not included in this item as 
they are part of the item "Merchandise Trade". ‘ Nor does this item include govern- 
ment transactions belonging to the capital account such as official repatriations, 
changes in official balances and capital expenditures by the United Kingdom Govern=- 
ment : 


Also included are variable transactions such as Newfoundland's balance of 
United States dollar receipts which, from 1941 to 1945, were heavier than usual 
chiefly owing to the expenditures of the United States Government on bases in New= 
foundiand. The expenditures of the United States Government on the Alaska Highway 
and other developments in Canada are, also an important source of credits included 
from 1942 to 1945. In 1943 these expenditures were so heavy that they became a . 
dominant element in the credit item. In 1944 an important part of other current 
debits in the account with the United States is made up of special payments to the 
United States Treasury to cover the repurchase of air fields and telephone line and 
other settlements .« 


Among the miscellaneous transactions which have been consolidated into 
this item are personal and immigrant remittances, religious and benevolent remit= 
tances, war funds and other private remittances to the armed forces overseas, moti 
picture and other royalties, earnings of Canadian residents employed in the United 
States and United States residents employed in Canada, commercial and financial 
services, telegraph and cable, professional, technical and management services, 
operating expenses of offices and agencies, and other sundry services. While these 
personal remittances and service transactions constituted the bulk of the item bee 
fore the war, they now represent a minor part due to the great expansion in governe’ 
ment expenditures on services mentioned above. 


The item also includes miscellaneous remittances of income for which data 
first became available from sources developed in 1940. These remittances cover ins 
terest on mortgages and loans, rents, crop share rentals, profite from speculation 
and certain types of business, income received by Canadians from foreign estates 
and trusts, etc. Estimates of this miscellaneous income have been included for the 
pre-war years as well, 


Balancing Item 


This is a balancing item between the durrent and capital accounts, and is 
a reflection of errors or omissions in the statements since in a perfect balance of 
payments statement, the net balances in the current account and the capital account 
would exactly offset one another. In the years 1940 to 1945, this relationship exis 
in the accounts with the Empire and the Non-Empire as well as in the statement with 
all countries due to exchange control and the consequent existence of two distinct 
accounts. In statements for the years 1937 to 1939, this relationship only applies 
to the account with all countries since in the period before exchange control, 
balances in the account with sterling area countries were Freely convertible into 
United States dollars. ) 
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AG Cat. 
CANADA'S INTERNATIONAL INVESTMENT POSITION 


Canada has traditionally been one of the prominent debtor nations. 
; Liabilities to other countries in the form of external capital invested in Cana- 
_ da have exceeded Canadian owned assets abroad by very substantial amounts. 
Although the balance of Canadian indebtedness to other countries was. materially 
reduced during the war, Canada was still a debtor nation at the close of the wer 
The balance of Canadian indebtedness to other countries at the end of 1945 is 
f estimated at about $ 33 billion, gross liabilities to investors in other countries 
3 being close to $ 73 billion and gross external assets amounting to about $ 3 
3 billion if Canada's liquid reserves in U. S. dollars and gold and Canadian govern- 
- ment credits to other countries are added to privately owned Canadian invest- 
ments abroad. This compares with a net external debt of over $5 billion at 
the end of 1939, and an amount of more than $6 billion in 1930. Also generally 
reflecting the debtor position are the net payments made by Canada to other 
countries in the form of dividends and interest on bonds and debentures. ‘These 
payments exceeded receipts of income from abroad by #177 million in 1945, compa- 
red with $249 million in 1959, and $<89 million in 19350. Net income accruing 
to non-residents was considerably larger than this in 1945, however, as payments 
of dividends by Canadian companies owned abroad were much lower than earnings 
i in that year. But more significant than the net investment position are the 
hf composition and geographical distribution of total external liabilities and as- 
- < gets which are’ very diverse in nature. 


: Along with the reduction in the net indebtedness of Canada to other 
x countries during the war were appreciable changes in the character and composi- 
tion of Canada's international liabilities and assets and in the geographical 


_ pattern and currency significance of the position. Total foreign investments 
AY in Canada had a total value close to the total in 1939 but a larger percentage 


: of the total, 70 %, represented investments held in the United States, a large 
i reduction having occurred in British owned investments in Canada. At the same 
time there was a basic change in the composition of Canadian assets abroad. 
The holdings of United States securities by the Canadian public declined while 
_ there was a large increase in Canadian official liguid reserves in U. S. dol- 
lars and gold, if the, latter is regarded as a foreign asset because of its rea- 
dily convertible character. Thus the balance of Canadian indebtedness to the 
United States remained close to #% billion if gold and other liquid assets in 
the United States are included in the calculation, while the balance of Cana- , 
dian indebtedness to the United Kingdom along with some investments held there. 
for other countries was reduced to approximately #1. Rillion.at government in- 
debtness is excluded which was later settled in the Settlement of War Claims of 
March, 1946 between Canada and the United Kingdom. At the same time the value 
of Canadian assets in the rest of the world, including export credits to foreign 
countries which had been disbursed by the end of 1945, exceeded indentifiable 
investments in Canada owned by all countries other than the United Kingdom and 
the United States by a considerable amount. The position with respect to in- 
dividual overseas countries, of course, varies widely, Canada being a ereditor 
in some cases and a debtor in others, although the amounts in most instances 
were still reletively small in 1945. : 


There are some striking contrasts in the composition of Canada's in- 
ternational assets and liabilities. <A major part of the assets are owned by 
the Canadian government in the form of cash balances, gold, and loans to other 
governments, the Canadian dollar value at the end of 1945 of these assets 
being #1,279 million, $588 million and #707 million respectively. 


os Be 
Privately owned assets abroad in the form of foreign securities and properties 
owned by Canadian companies and individuals amounted to a minor part of the - 
total value of all assets at the end of the war, whereas at the begicning of 


the war they constituted most of the total. The direct investments of Canadian 


companies in 1945 had a value of about $720 million and portfolio investments 
of Canadian individuals and corporations had an estimated value of $621 mil- 
lion. But, there is a considerable non-resident equity in some of the direct 
investments abroad of Canadian companies, as in some important instances the 
latter are the Canadian subsidiaries of foreign owned companies or are publi- 
cally owned Canadian companies with many portfolio shareholders residing out- 
side of Canada and income originating abroad is eventually received by non- 
resident shareholders. Since in the case of Canadian insurance companies 

and banks with operators abroad there are the liabilities arising from their 
businesses outside of Canada also to be considered, the investments of these 
institutions have not been included among Canadian assets abroad. 


While a substantial portion of Canada's liabilities abroad is re- 
presented by non-resident holdings of the bonds of Canadian governments as 
well as railway and corporation issues, there is no inter-governmental in- 
debtedness in Canada's liabilities abroad. In addition to the large con- 
tractual portion of Canada's external debt giving rise to regular payments 
of interest there is the large non-resident "equity" interest in Canadian 
businesses, a specially significant part of which takes the form of the di- 
rect investments by foreign companies in Canadian branches and subsidiaries. 
These investments also give rise to large remittances of income which fluc- 
tuate however in accordance with business activity and other factors. 


Because of the substantial non-resident interest in Canadian com- 
panies with direct investments abroad it is necessary in calculating the ba- 
lance of indebtedness to made allowance for this situation. The figure of 
gross liabilities used in calculeting the balance of indebtedness therefore 
includes about $226 million in 1945 representing the non-resident investors 
equity in the external assets of Canadian companies with branches and sub- 
Sidiaries abroad. In tables showing the distribution of British and foreign 
investments in Canada these externally owned assets are excluded. 


BRITISH AND FOREIGN INVESTMENTS IN CANADA 

At the end of the war the total value of British and foreign in- 
vestments in Canada is estimated at $7,095 million. While the exact dis-— 
tribution of ownership of this total is not known, an indication of the 
ownership is given by the countries in which the securities are held.. 
Investments held in the United Kingdom are estimated to have had a book. 
value of $1766million. Besides including British owned investments this 
total also includes some investments held in the United Kingdom by nominees 
for residents of other countries. The value of investments held in the 
United States at the same time had a book value of $4,982 million. While 
generally indicative of the American ownership, this total also includes an 
indeterminable amount of securities held in the United States by nominees 
for residents of other countries. The remaining amount of external capital 
invested in Canada, $ 347 million, was owned in other overseas countries. 
The total investments in.Canada owned in these other overseas countries woulda 
include therefore the $347 million plus the indeterminable amounts included 
in the British and United States totals shown. 


The total value of all non-resident investments in Canada at the 
end of 1945 was very close to the amount at the end of 1939. Wide changes | 
eccurred however in the distribution of ownership, there being a sharp decli- 
ne in the value of United Kingdom investments in Caneda and substantial 
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increases in investments of the United States and other countries in Canada. 

. This total of non-resident investments in Canada was considerably less than 
in earlier periods, however, being exceeded by the totals in both 1933 and 
1930 as shown in the accompanying summary of non-resident investments in 
Canada, 1926 - 1945. But the investments held in the United States and in 
other overseas countries in 1945 were’ much higher than in earlier periods, 
whereas the level of United Kingdom investments in Canade was lower than in 
any period for a number of decades. 


Summary Non-Resident Investments 
in Canada - 1926-1945. __ 


ee 


(Millions of Canadian Dollers) — 


19e6-0/.¢ (deso's 0 4 1988 |. me deneeere hows 
Held in United Kingdom 8.656-/8i0..\ 2,766.5 |) 12,682.04) 2,475. a eed 
Held in United States 3,196.5 4,659.5 4,491.7 4,151.4 4,982.0 
Held in Other Countries 170.0 188.0 190.0 286.0 347.0 
Total - | RG tle ke ae eae Ge 
Non-Resident Investments 6,002.6 7,615.8 7,564.5 6,913.3 7,095.0 
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By the end of 1945 about 46 % of the external capital invested in 
Canada was represented by holdings of bonds and debentures compared with 
about 56% in 1939. The proportionate decline was even greater in the case of 
British investments in Canada because of the official repatriations of Dominion 
and C.N.R. bonds, but the percentage .of United States capital invested in bonds 
was also a little less than in 1939, even though the total holdings of Canadian 
bonds in the United States increased from an estimated $2,095 million in 1939 
to $2,557 million in 1945. The proportion of total Ganedian bonds outstanding 
represented by the bonds held in the United States was, however, much less in 
1945 than in 1929 because of the extent of wartime financing by the Dominion 
Government through sales of bonds to Canadiens. At the end of 1959 Canadian 
bonds held in the United States represented about 21% of the total of almost 
$10 billion of outstanding Canadian issues. By the end of 1945 the United 
States holdings amounted to approximately 11% of something over $22 billion of 
Canadian bonds outstanding. The proportion of all bonds held outside of Cane- 
da in 1945, of course, dropped even more because of the sharp decline in 
British holdings. While the proportion of Canadien indebtedness in the form 
of funded debt owned abroad declined sharply during the six wartime years, 
the increase in the absolute amount of Canadian bonds held in the United 
States should not be overlooked for this gives rise to increased liabilities 
in the future when the bonds are redeemed and to lerger current payments of 
interest to the United States. The interest paid on this lerge debt held in 
the United States represents a rigid element in the substantial item of debits 
on income account with the United States. In 1945 the Canadian equivalent of 
the interest paid to the United States on Canadian bonds and debentures is 
estimated at about $108 million. 
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Another significant aspect of the increese in Canadien bonds held «~~ 
in the United States is the extent of the increase which occurred in Cane- 
Gian domestic issues in contrast to Canadian issues payable in U. S. dollers. | 
The major part of the increase in United States holdings of Canadien bonds 
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occurred in the domestic group of Dominion Victory Bond issues floated in Cana- 
da during the war. Although there were very heavy gross sales of outstanding 
Canadian issues payable in U. S. dollars a very large part of these were off- 
set by the redemption of large Dominion issues as well as redemptions of many 
provincial, municipal and corporate issues maturing during the wartime period. 
Consequently while there was a substantial reduction in the outstanding amount 
of Canadian bond issues payable in U. S. dollars or with the option of payment 
in that currency, there was some increase in the aggregate amount of issues -in 
this group held in the United States. 


Whi.e the proportion of direct issues of the Dominion government held 
in the United States declined sharply during the war there was a very substan- 
tial increase in the proportion of Canadian National Railway and other Dominion 
guaranteed issues held there, as well as more moderate increases in the propor- 
tions of provincial and municipal issues held in the United States. In 1945 
about 4% of 211 outstanding Dominion direct issues were estimated to be held 
in the United States. In the case of Canadien National Railway and other gua- 
ranteed issues over one-half were held in the United States while about one- 
third of provincial issues were neld there and probably close to one-quarter 
of municipal issues, and there was only a small change in the proportion of i 
United States holdings of other corporation bond issues. 


The reletive position of non-resident investments in Canadian in- 
dustry at the end of the war is not as clearly delineated as in the case of 
foreign holdings of Canadian government bonds. There has been an appreciable 
increase in the value of non-resident ownership of Canadian industry, apart 
from the Canadian National Railways. Most of this, $419 million, has occur- 
red in investments by United States companies in brancnes and subsidiaries 
in Canada and is discussed at greater length in the section on "United 
States Direct Investments in Canada". There has also been a considerable in- 
crease, $106 million, in American portfolio investments in Canadian railway 
and industriel stocks, as well as the increases in holdings of C.N.R. bonds, 
but the reduction in British holdings of Canadian railway issues repatriated 
during the war was much greater than the increase in Canadian National Rail- 
way bonds held in the United States. Investments by other countries have 
also increased moderately and at the same time some-British investments in 
Canadien industry have increased in value, although the total British invest- 
ment in Canadian industries and railways has been sharply reduced by offi- 
cial repatriations and sales of securities in Canada. 


Total non-resident investments in Canadian businesses, excluding 
the Canadian National Railways, have increased from $4,24) million to $4,7 
90 million, but if estimated non-resident, holdings of Canedien National 
Railway bonds are included the gross external investment in all Canadian 
businesses has increased only from $4, 9z5 million to $5, 154 million. This 
increase in the narrower field of privately owned industry and commerce is 
small in relation to the great expansion in capital employed by Canadian in- 
dustry during the war. Most of this expansion was directly financed by Cana- 
dian sources. The capital assistance to Canadian industry by the Canadian 
government amounted to over $800 million in the form of fixed assets alone. 
In addition there was during the war a large growth in the amount of working 
capital employed financed by both the government and private Canadian sources, 
as inventories of materials and goods in process grew with the development 
of production. Another notable development in the financial position of 
Canadian companies was the heavy investment of surplus funds in marketable 
securities, mainly issues of the Dominion government. 
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At the same time the funded debt of Canadien corporations has been reduced. 


Besides the government investments in munitions plants and other fixed assets 
there were some substantial new investments by Canadian industries in-plants 
and equipment, as well. ; 


| A valuation of total capital employed in Canada at the end of 1945 
comparable to statistics on capital employed at the opening of the war is not 
available, because of the diversity of the wartime’changes in capital inves— 
ted, uncertainties as to the future value of some assets in a peacetime econo- 
my, and uncertainties as to the relative extent of depreciation which occur- 
red during the war in Canada's physical equipment. The relative extent to 
which the position of some individual non-resident owned companies may have 
altered in relation to Canadian owned industry is also difficult to evaluate, 
particularly under conditions of a high level of economic activity and chan- 


‘ging demands. 


In 1939 when a valuation of total capital employed was available, 
non-resident ownership of Canadian manufacturing enterprises constituted about 
42% of the total capital invested with wide variations in the position of 
different groups of industries as shown in the accompanying statement, non- 
resident investments in textiles being only 17% of the total capital inves- 
ted in the industry compared with 79% in the chemical industry. In mining 
and smelting, railways and other utilities, and financial institutions the 
corresponding percentages were 40, 45 aud 43% respectively, while in mer- 
chandising establishments the non-resident proportion was very small. 


PERCENT OF BRITISH AND FOREIGN OWNERSHIP 


OF CANADIAN INDUSTRY - End of 1959. ‘i 
Type of Industry , of Non-Resident Ownership 

All Manufacturing enterprises 42 

Vegetable products 43 

Animal products ee 

Textiles . 7 

Wood & paper products | 47 

Iron & its products 54 

Non-ferrous metals (1) tk 

Non-metallic minerals 46 

Chemicals and allied products 72 

Miscellaneous manufactures 56 
Mining & Smelting companies (2) : 40 
Railways and Other Utilities 45 

Steam railways o7 

Power Companies & Commissions 25 

Other Utilities ol 
Merchandising establishments <) 
Total of all above concerns 38 
Financial Institutions 43 


(1) Includes smelting of imported ores. 


(2) Smelting restricted to domestic ores. 
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The increase in the book value of non-resident investments in Canadian 
business between 1939 and 1945 amounted to about $219 million. More than this 
amount occurred in the groups of industries undergoing wartime expansions in 
which investments of Canadian capital were also heavy like the metal and chemicals — 
industries. It is not likely that the ratio of non-resident investments has chan- 
ged widely in such groups as agricultural and vegetable products, textiles, ani- ; 
mal products, non-metallic minerals, merchandising, mining and financial institu- 
tions. But in railways and other utilities the non-resident investment now repre- 
sents a considerably smaller part of the total. 
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UNITED STATES DIRECT INVESTMENTS IN CANADA 


The direct investments of United States businesses in Canada in bran- 
ches, subsidiaries and controlled companies makes up an important group of United 


States investments in Canada. The aggregate value of these direct investments is 


great, amounting to $2,500 million at the end of 1945 compared with $1,881 mil- 


lion at the end of 1939, or an increase of #419 million or 22% during the six 


wartime years. While this increase stands out in comparison with the moderate 
decline in this group of investments that occurred during the decade before the 
war, it represents a relatively small increase compared to the sharp rate of 
expansion which occurred in the value of American direct investments in Canada 
between 1926 and 1930, when the total value increased in four years from $1,402., 
5 million in 1926 to $1,992.7 million in 1930, or a gain of 42% during the four ‘a 
pre-depression years of rapid expansion. Changes in the aggregate between 1950 
and 1939 were relatively slight, there being a moderate decline in the value. 
But the prewar period was characterized generally by under-investment and low 
levels of economic activity. The incréase during the war of $419 million should 
be considered along with the "fixed capital assistance" to Canadian industry of 
over $800 million financed by the Canadian government during the war as well as 
other new industrial expansion financed internally. The wartime increase in 
American direct investments mainly arose from reinvestments of earnings as only 
a minor part of the increase in value resulted from direct inflows of capital 

to Canada during the period. Although increases were fairly general, they main- 
ly occurred in industries undergoing sharp wartime expansions, such as iron and 
its products and non-ferrous metals, chemicals and allied products, and mining 
and smelting. Direct investments in merchandising and financial companies also 
increased appreciably. The most substantial reduction in direct investments 
occurred in public utilities and there was also a moderate decline in invest- 
ments in the animal products group of industries. 


Up until 1944 there were only a relatively few new direct investments 
made, but in 1944 there was a considerable influx of capital for the establish- 
ment of new investments and this apparent wartime accumulation continued in 
1945 when there were also further reinvestments of earnings as in earlier years. 


BOOK VALUE OF UNITED STATES DIRECT INVESTMENTS IN 
CANADA IN COMPANIES CONTROLLED IN THE UNITED STATES 


BY FORMS OF INVESTMENT 
1926 - 1945 


(Millions of Dollars) 


1926 1930 1933 1939 1945 (x) 
Capital Stock 1000.0 1329.4 1271.6 1289.2 | 1609.0 
Bonds 187.6 336.3 238.3 305.8 290.0 
Other Investments 214.9 IT 0) Ocoee 285.9 401.0 
TOTAL 1402.5 1992.7 1933.3 1880.9 2300.0 
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(x) Subject to revision.-— 
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BOOK VALUE OF UNITED STATES DIRECT INVESTMENTS IN 

CANADA IN COMPANIES CONTROLLED IN THE UNITED STATES, 
December 31, 1939 and 1945 


1939 © 1945 (1) 
(Millions of dollars) 

Manufacturing: 983.7 1,285.0 
Vegetable Products 95.5 140.0 
Animal Products aR | 44.0 
Textiles 19.7 28.0 
Wood & Paper Products 280.9 516.0 
Iron & Its Products 188.0 Z/2.0 
Non-Ferrous Metals 150.3 203 .0 
Non-Metallic Minerals Lie. VSO.0 

Chemicals & Allied 

Products 88.2 118.0 
. Miscellaneous 21.8 SL 

Mining and Smelting: 197.8 252.0 

Railways and Public 

Utilities: 398.8 soos 
Steam Railways 80.8 85.0 
Other Utilities 218.0 270.0 

Merchandising: 119.5 155.0 

Financial: 125.9 199.0 

Miscellaneous: bo .4 : 54.0 

Grand Total - 1880.9 2,300.0 


(1) Subject to revision. 


More than half of the total direct investments in Canada are in manu- 
facturing, or $1,285 million. The total value of these American companies con- 
trolled in the manufacturing field probably represents close to one-third of 
the total investments in manufacturing concerns in Canada, although, as alrea- 
dy pointed out, it is particularly difficult to evaluate these forms of invest- 
ment at the present time. In the broader field of Canadien business;- all indus- 
trial, mining and commercial concerns including railways and utilities, the 
ratio of investments controlled in the United States is much less, possibly 
around one-fifth at the present time. ’But, even the high percentage of American 
controlled companies in the manufacturing field in Canada should not be taken es 
an indication that Canadian industry in general is dominated by United States 
companies for the direct investments are widely distributed through a great many 
companies and the percentage of American controlled companies varies considerably 
in different industries. In some industries like the manufacture of automobiles, 
rubber goods, electrical appliances and the refining of petroleum the United 
States controlled companies predominate. / 
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- They are also predominant in non-ferrous metals and in chemicals. But outside 
of certain industries of which these are examples, the United States controlled 
groups are less important and there are many industries and trades in which the 
leading firms and the predominance of control is Canadian, like the primary iron 
‘and steel industry, and cotton textiles and merchandising. In other branches of 
industry the American controlled portion, while representing 4 large part, ne- 
vertheless shares the field generally with Canadian capital as is the case in the 
pulp and paper industry and mining. 


In appraising the extent and significance of American control, the wide ¢ 
aiffusion of American direct investments should be borne in mind and the extent | 
to which competition exists among the competing American controlled firms in an | 
industry in Canada, as is illustrated in the automobile and petroleum industries.| 
It is also notable that the extent of control and degree of management of many \ 

companies by parent companies varies, making jt difficult to generalize regarding | 

control. The investments have been selected for inclusion in the direct invest- / 
ment category generally when American ownership constitutes fifty percent or } 
more of the capitalization of a concern. But there are some exceptions to this / 
general rule where investments have been included when they represented less 
than fifty percent of the capital. These have been limited to instances, how- 
ever, where close affiliation and control by the United States company are known 
to be well established. There are therefore some investments by United States 
companies in minority holdings of stock of Canadian companies which are not 
included in the compilation although in many cases the relations between the 
Canadian and American company may be fairly close because of business arrange- 
ments. At the same time certain companies have been included in the classifi- 
cation when fifty percent or more of the capital is owned in the United States 
even though the American ownership may be widely scattered and there may be no 
one company in the United States controlling the concern. The group of control- 
led companies has therefore been compiled on a basis which does not attempt to 
reveal the selective qualitative factors of control which may exist. The data 
represent potential control rather than an attempt to analyse the actual extent 

to which American industries actively exercise control over Canadian industries. 


The branch plants occupy 4 more important place in the Canadian econo- 
my than their value suggests for the, existence of this group of investments leads 
to close business reletionships between Canada and the United States. With 
many companies there are in use common designs, and. research and advertising 
facilities, as the Canadian products are comparable to the products produced by 
the parent companies in the United States. This is particularly important in the | 
field of durable goods, especially consumers durable goods. The United States’ 
is therefore an important source of supply for companies producing in this field 
as components and materials are often -bought from parent companies or related 
producers in the United States. The Canadian balance of payments with the United 
States is therefore affected in many respects by the inter-company relationships 
which have grown up. Besides the heavy imports of parts and materials from the 
United States, there ere numerous payments for management and professional ser- 
vices, royalties and research as well as the payments of dividends and profits 
to parent companies and other investors in the United States. Other branches 
and subsidiaries have been established in Canada as a source of supply for the 
American parent companies and lead to exports of materials and supplies requi- 
red in the United States as in the case of wood pulp and certein kinds of mi- 
ning. The production in Caneda consequently increases the extent of proces- 
sing in Canada of many Canadian raw materials. ‘The existence of Imperial Pre- 
ferences has often been advanced as a reason for the establishment of many 
American companies in Canada, and the existence of overseas markets in Empire 
countries has normally made it possible for many companies to maintain an 
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economic level of output. Overseas markets haye also been allocated to Canadian 
subsidiaries by parent companies to maintain output of the subsidiaries. 


The concentration of more than one-half of the total American direct 
investments in a small number of concerns should be noted. More than one-half of 
the United States-owned direct investment or $1,153.8 million in 1944 was repre- 
sented by investments in forty branches, subsidiaries or controlled companies in 
which the United States investment amounts to $10 million or more. Furthermore, 
more than another one-quarter of the remaining American investment is in concerns 
where the investment is between $1 million and $10 million. In this group there 
were 2c6 firms in 1944 with an average investment of between $2 million and $3 
million. The result is that only a minor part of the direct investments, about 
18%, or $399.5 million was distributed between 1,503 companies or 85% of the to-- 
tal number of companies in Canada controlled in the United States in which the 
investment is significant. There is also an indeterminate number of small bran-— 
ches where United States investment is of negligible size. .In the group of 
1,503 smaller companies in which there is some significant amount of capital in- 
vested the average value of investments is relatively small or some $265 ,000 
per firm. The value of the total investment in this group of companies is rela- 
tively small in relation to total investments in Canadian industries. Because 
of their number these firms may sometimes give rise to impressions of widespread 
penetration even though their production is relatively small in total. Their 
significance lies more in certain industries where United States firms predomi- 
nate rather than in their aggregates as a group.,/ From the point of view of the 
value of investments and of production, the main significance of American direct 
investments lies in the activities of a relatively small number of companies, 
the 40 larger concerns with investments of $10 million or over and the 226: firms 
with investments ranging between $1 million and $10 million.“ These two latter 
groups account for more than 80% of the total of American direct investments. 
While it is difficult to arrive at the total number of business firms in Canada, 
some indication of the number of companies is given by the number of active 
companies reporting tax returns to the Department of National Revenue. For 
the tax year 1944 there were 25,307 active taxable companies reporting. In ad- 
dition there are the large numbers of unincorporated business firms which are 
Canadian owned, particularly in the merchandising and services fields. 


The value of investments shown is the book value as ¢arried in the 
balance sheets of the Canadian companies. In the case of holdings of stock, 
some of the stock of the companies controlled in the United States is quoted 
on Canadian stock exchanges but approximately two-thirds of the total book value 
of stock holdings is made up of issues which are not quoted on Canadian ex- 
changes and for which the only available basis of valuation is the book value. 
It happens that the book value of the marketable securities has been much less 
than the market prices prevailing in recent years. At the end of 1945 the mar- 
ket value of the group of quoted stocks was approximately twice the book value 
in the aggregate. This difference between book and market value was concentra- 
ted in a relatively small number of issues of. stock and was particularly wide in 
the mining field and in the non-ferrous metal industry and in petroleum refining. 
The excess of the market values over the book values was approximately $700 mil- 
lion at the end of 1945, and presents an alternative basis of evaluating the in- 
vestments. In comparing the total American direct investments in Canada, how- 
ever, with other data on investments in Canada it should be noted that for the 
most part these are on a basis more comparable to the book value than the mar- 
ket value. The book value is therefore more relevant in comparing the American 
direct investments in Canada with total Canadian investment in Canadian industry - 
and commerce. It is a better reflector of reinvested earnings and new invest- 
ment. 
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UNITED STATES PORTFOLIO INVESTMENTS IN CANADA 
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Portfolio investments in Canadian securities owned or held in the 
United States increased to about $2,552 million in 1945 from $2,165 million in 
1939, apart from any changes in the scattered individual holdings of securities 
included in the total United States investments in branches, subsidiaries and 
controlled companies which have been included in the direct investment group 
discussed above. Some of the latter investments are made up of a large number 
of individual holdings of stocks and bonds in companies which are controlled in 
the United States and consequently for analytical purposes specified as American 
direct investments in Canada. Most of the total of portfolio investments is Vv 
made up of holdings of Canadian bonds which amounted to $2,068 million in 1945, 
exclusive of the $289 million bonds of railways and other companies controlled in 
the United States. The principal changes and relative significance of the in- 
crease in United States holdings of Canadian bonds have already been discussed 
above. In addition to the bonds of Canadian governments and Canadian control- 
led companies, in the $2,068 million total there is an indeterminable part of 
the American holdings of bonds in United States controlled companies in Canada 
which might also be regarded as portfolio investments from some points of view . 
The total bonds of American. controlled companies held in the United States by 
parent companies and others in 1945 was $289 million. Besides the portfolio 
investments in bonds there were the United States holdings of stocks of Cana- 
dian controlled companies which at the end of 1945 had a book value of $460 mil- 
lion and a much higher market value at the same time. Tnis marked an increa- 
se of $106 million over the book value of the corresponding group of United 


- States investments in 1939. As well as reflecting net sales of stock to United 


States investors, the increase also reflects a considerable increase in the 


- book values arising from re-investments of earnings by the Canadian companies 


during the six year period. The value of United States holdings of stocks 

of the Canadian controlled companies which were quoted on Canadian stock ex- 
changes had a value of considerably more than $500 million at the end of 1945 
when prices of stocks were at a higher level than they had been for a period 
of years previously. In addition to the portfolio holdings of stock in Cana- 
dian controlled companies, there was also an indeterminable amount of the hol- 
dings of stock of Canadian companies controlled in the United States which 

in many respects are comparable to portfolio holdings, and also investments 

of about $13 million in the capital stock of Canadian companies controlled in 
the United Kingdom and various other small items. 


Miscellaneous investments by United States investors in Canada in 
addition to the direct and portfolio investments are estimated at $130 mil- 
lion in 1945. Making up this amount are estimates of a great variety of as- 
sets in such forms as mortgages, agricultural lands, summer homes and other 
residential properties, commercial real estate, prospecting, estates and 
trusts, investment companies and other assets administered for persons or 


corporations in the United States. Balances in Canadian banks owned by 


United States residents are not included in the statistics of United States 
investments in Canada. Short term commercial indebtedness is also excluded. 


TOF (Fie. 
BRITISH INVESTMENTS IN CANADA 


Total British investments in 1945 of $1,766 million, including some 
investments held in the United Kingdom for owners living elsewhere, can be 
roughly divided into portfolio investments of $1,313 million, direct invest- 
ments of about $368 million, and miscellaneous investments of $85 million. 
These totals at the end of the war compare with totel British investments in 
Canada of $<,476 million at the end of 1939, of which portfolio investments 
were $1,990 million, direct investments $366 million, and municipal invest- 
ments $120 million. Most of the large reduction in British investments in 
Canada has occurred in portfolio holdings of securities, particularly Dominion 
government and Canadian National Railway issues. The par values of the reduc- 
tion in holdings of these two groups of issues arising from official repatria- 
tions were $<38 and $403 million, respectively. There were also some substan- 
tial repurchases of other Canadian Nationel Railway issues through private ca- 
pital markets in Canada. Retirements of Canadian bonds in addition to the 
officiel repatriations amounted to approximately $125 million during the six 
years and a considerable part of the other repurchases of $168 million of Ca- 
nadian securities was also made up in bonds. While these security transactions 
cover the principal reductions in British.investments in Canada, there were 
other changes in the value of investments in the other direction during the 
Same period. As the book value of British holdings of Canadian securities in- 
creased substantially the net decline in the totel value of British invest-— 
ments in Canada during the six years is considerably less than the reduction 
indicated by the security transactions alone. The book value of British 
holdings of Canadian stocks increased substantially, and even though there 
were large repurchases of issues by Vanadians the totel book value was much 
higher at the end of the war than at the beginning. 


More than one-half of the portfolio investments in 1945 was made up 
of holdings of stock in Uanadian companies controlled in Canade or the United 
States, $688 million being the book value of the stock of companies controlled . 
in vVanada, and $57 million the book value of stock in companies controlled in 
the United States. The major part of the value of stock in Companies control- 
led in Canada was made up of railway stock, the book value of which was consi- 
derably higher than the market value. In the case of many of the other stocks 
held, however, the book values at which the issues are included in the totals 
were much lower than the market values at the end of 1945 and the result is 
that in the aggregate there was no wide difference between the total book 
value and total market value of British holdings of stock in the Canadian 
companies at that time. Holdings of Canadian provincials, municipals and cor- | 
poration bonds made up the bulk of the remeinder of British portfolio: invest- | 
ments in Canada, having an estimated par value of $565 million in 1945 exclu- 
Sive of $23 million bonds of companies in the British direct investment group. — 
As many of the bonds held were issues payable in sterling only the par value | 
was considerably higher than the Canadian dollar equivalent of the bonds at | 
the prevailing exchange rate but the market values, however, were probably not 
a great deal less than the par values in the aggregate as many of the issues | 
were selling at a premium. More than one-half of the holdings of bonds was 
made up of railway issues which amounted to $316 million, provincial and mu- 
nicipal issues totalled $40 and $112 million, respectively, and portfolio 
holdings of other Canadian corporation issues were $97 million. 


In addition to the above portfolio holdings of stocks and bonds 
there was a further estimated $85 million of miscellaneous investments, | 
some of which had a portfolio character. These were constituted in the main 


only $23 million invested in mining and $15 million in utilities. 


iy age 
by the Canadian assets of investment companies, estates and trusts, mortgages 
and other real estate investments and other assets administered for residents 
of the United Kingdom. 


British direct investments in branches, subsidiaries and controlled, 
companies in Canada had a value of about $368 million in 1945 compared with 
#365 million in 1939. While the industrial distribution of the investments 
was not widely different in the latter year, there was some change in composi- 
tion, the amount of investments in the form of bonds being smaller and the 
investments represented by capital stock being greater. A large pert of the 
direct investments was concentrated in certain fields of business. Invest- 
ments in financial and insurance companies amounted to #117 million, the insu- 
rance companies being about #62 million of this. A large part of the invest- 
ment in manufacturing of $157 million was primarily in consumer goods indus- 
tries, such as vegetable products and textiles, with investments in the pulp 
and paper industry also being substantial, but there was very little invest- 
ment in the metal and durable goods-industries in contrast to heavy American 
direct investments in these industries in Canada. Investments in merchan- 
dising amounting to $51 million were next in importance, while there was 


Value of British Investments in Canadian Branches, Subsidiaries and other 
Companies Controlled in the United Kingdon, 
December 31, 1945. 


(Millions of dollars) 


Manufacturing 157 
Mining 235 
Utilities 15 
Merchandising 51 
Financial . Le 
Miscellaneous 5 
Total Direct Investments 568 


In 1944 there were 452 British concerns in Canada included in the 
direct investment group reporting investments of a significant size. Of 
these 314 were subsidiary companies or Canadian companies controlled in the 
United Kingdom and 138 were uncorporated branches in Canada of British com- 
panies. The number of concerns in the manufacturing industries amounted to 
133 while in merchandising there were 158 firms, and 146 concerns in the fi- 
nancial field including 103 insurance companies maintaining branches or sub- 
sidiaries in Canada. In addition there were 11 mining companies, 6 utili- 
ties and 18 other businesses controlled in the United Kingdon. - 
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INVESTMENTS HELD IN OTHER COUNTRIES 


Investments in Canada by countries other than the United Kingdom 
and the United States which can be directly identified are estimated at $347 
million in 1945 compared with $286 million in 1939. Much of the increase in 
value represents reinvestments of earnings as many of the investments were 
owned in the countries of Western Europe with which communications were cut off 
during the wartime period. Some of the increases arise from new investments of 
capital from Latin America and other countries which were neutral during the 
war. In addition to the above totals, there are some appreciable amounts of 
investments held in the United Kingdom and other countries which are believed 
to be owned elsewhere. 


Most of these investments are portfolio investments which amounted 
to about $223 million in 1945 compared with $177 million in 1939. Holdings of 
$108 million of bonds, exclusive of the bonds of companies controlled in this 
group of countries were higher than formerly. Likewise portfolio holdings of 
the stock of Canadian companies with a book value of $114 million were higher 
than in 1939. These portfolio holdings of stock were distributed widely among’ 
many companies in the railway, utility, manufacturing and mining fields. 

Direct investments in companies controlled abroad had a value of $55 million 
in 1945 compared with $49 million in 1939. About $39 million of direct invest- 
ments were in financial companies and about $11 million in manufacturing. 
Miscellaneous investments amounted to an estimated $69 million in 1945. 

A prominent part of this is made up of the Canadian assets of investment compa— 
nies and other investments administered for non-residents as well as mortgages 
and real estate holdings. 


Basis of Valuations 


\ 


It is important to note the basis of valuation employed in arriving 
at the statistics of British and foreign investments in Canada for no basis 
of valuation is ideal for all purposes. In the case of bonds and debentures, 
par values expressed in Canadian dollars are shown, issues payable in sterling 
or United States dollars being converted at the par of exchange. These values 
are more representetive of the capital invested than ere market values. 
In the case of stocks and other investments in corporations, the book values 
reflected in the balance sheets of the Canadian companies are shown. This 
provides a more stable basis of valuations than do market values. In fact, 
over a wide range of investments, particularly in the field of direct invest- 
ments, there is no market value available. The book value of stocks further- 
more reflects the investment or dis-investment of current earnings in Canada. 
The valuation bases employed are, therefore, not indicative of the liquida- 
tion value of the investments. 


A calculation of the market values at the end of 1945 of stocks 
listed on the Canadian stock exchange shows, when compared with book values, 
that the market value of United States holdings at the time was much greater 
than the book value for the same group of stocks. In the case of-British 
holkings of stock the relations between book and market values have been less 
consistently in one direction. Prior to 1945 market values were much lower 
than the book values but by the end of 1945 the market values of British 
holdings of Canadian stock in the aggregate were very close to the total of 
the book values, although there were wide differences in both directions in 
the case of certain issues. With railway issues, book values were perticularl 


, : 
"d 
F 
j 
: 
4 
F 
a 
f 
. 


ae 


high in relation to market values, while in some other important holdings of 
stock the reverse was the case. As regards bond issues, market values would 
probably show considerably higher amounts than the par values of many issues, 
particularly issues payable in United States dollars, because of the premiun 

on this currency at the end of 1939 and 1945. Sterling issues on the other 
hand would heave a lower value if calculated in Canadian dollars at the official 
rate of exchange ut the end of both years. But, offsetting this to some extent 
there would be the higher market values as most of the issues were selling at 
prices considerably in excess of the nominal value. 


Canadian investments abroad have been calculated in terms of Canadian 
dollars at market rates of exchange because of the necessity of expressing such 
a variety of investments in common terms. While the market values of Canadian 
holdings of United States stocks at the end of 1949 were not widely different 
from the book values as shown on the balance sheets of the principal American 
companies whose stocks are held in Canada, there was by the end of 1945 a greater 
inerease in market values than in book values' which had increased about 20% in 
the interval. Consequently the market value of Canadian holdings of United 
States stocks in 1945 were considerably greater than the book values shown in 
the table of Canadian Investments Abroad. In the case of portfolio holdings 
of Latin American and European bonds held there would be a significant diffe- 
rence between market values and the par values at which the issues are shown. 
Market values of this group of issues in the aggregate have been very conside- 
rably depreciated for a period of years. 


SuAd 
CANADIAN ASSETS ABROAD 


Canada's external assets in 1945 were much larger in total and diffe- 
rent in composition from assets owned in 1989 and earlier periods, rising from 
$1,865 million in 1939 to $3,715 million in 1945. The most striking change was 
the growth in official liquid reserves mainly of United States dollar balances 
and gold which had a Canadian dollar value of about $1,667 million in 1945. 

Gold is included in these totals because of its ready convertibility into U.S. 
dollars and its consequent comparability to other cash reserves. Another pro- 
nounced change was the increase in the total of outstanding Canadian government 
credits to other countries which totalled approximately $707 million compared wi 
#Z1 million in 1989. This total includes export credits under the Fxport Credit 
Insurance Act and advances of about $105 million, about $561 million outstanding 
of the 1942 loan to the United Kingdom and earlier loans to foreign governments 
of approximately $41 million. There was also an improvement in the value of 
Canadian direct investments in businesses outside of Canada which had a value of 
‘about #720 million. In contrast, portfolio holdings of foreign securities owned 
in Canada were sharply reduced to $621 million in 1945 from $719 million in 
1939. This decline is less than tne total sales of these securities by private 
investors during the period as there was a considerable increase in the book 
value of United States stocks still held in 1945. 


Canadian Assets Abroad, 1930 — 1945 


(Excluding investments of insurance companies) 
(Millions of Canadian Dollars) 


1950 1989 1945 
Direct Investments in - 

Businesses Outside of Canada 443 671 720 
Portfolio Holdings of Foreign 

Securities 842 719 621 
Government Credits “ae oul: LOW 
Net External Assets of Canadian Banks 180 oa) (1) 
Official Liquid Reserves (<) (1) 444 1,667 

1,496 1,865 emote) 


(1) Not available. 
(2) Including holdings of gold which at the end of 1945 had a Canadian dollar 
value of $388 million. 


The direct and portfolio investments mainly represent private invest- 
ments by Canadian companies and individuals abroad. The direct and portfolio 
investments abroad totalled $1,341 million at the end of 1945. The major 
part of this investment $864 million represents investments in the United 
States, while investments in the United Kingdom amounted to $107 million, in 
other Empire countries $88 million, and in other foreign countries $282 mil- 
lion. These figures exclude the investments abroad of Canadiar insurance 
companies and banks and official assets such as cash balances, gold and 
inter-governmental credits referred to above: Also excluded are relatively 
small amounts of miscellaneous investments such as real estate, mortgages, 
etc., which are not represented by securities and which are difficult to 
evaluate. 


din 

‘ Direct investments amounting to $720 million made up more than one- 

| half of the total and the largest part of this amount, $455 million, was in the 
United States. The largest part of the remainder, $142 million was in other fo- 
reign countries, direct investments in the United Kingdom and other Empire coun- 
tries being $54 million and $69 million, respectively. It should be noted that 
some of these direct investments abroad are investments by Canadian companies in 
which there are varying degrees of non-resident interests. The amount of direct 
investments in which there is a clear Canadian bene°icial ownership would be con- 
siderably less then the total of all direct investments by Canadian companies. 


Value of Canadian Direct Investments Abroad in Branches, 


Subsidiaries, and Controlled Companies, 1945 
(In Millions of Canadian Dollars) 


Type of Business Location of Investments 
4 Abroad United United Other Other Total 
States Kingdom Empire Foreign all 
bak Countries Countries Countries 
Railways and Utilities | ele (2) 7 20 239 
Industrial and Commercial 214 53 54 56 557 
. Mining and Petroleum 25 ~ 28 85 158 
\ Other (1) 4 uy (2) 1 6 
Total 455 54 69 142 720 
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(1) Excluding insurance companies and banks. 
(2) Amount is less than $500,000. 
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About one-half of the direct investments in the United States is made 
up of investments in railways and other utilities, the total investment in all 
utilities being $212 million. This total is based on the book values of invest- 
ments and is high in relation to the earnings, particularly in the case of 
steam railways. Direct investments in the commercial and industrial fields 
in the United States had a value of about $214 million. A great variety of 
types of business are included in this total although there is a concentration 
in distilleries. Investments in mining and in the petroleum industry, inclu- 
ding the transportation of petroleum amounted to about $25 million. Most of 
the total of #54 million direct investments in the United Kingdom is in the 
commercial and industrial field and a considerable amount is made up of invest- 
ments by companies in which there is a substantial non-Canadian interest. 

About one-half of the investments of $69 million in other Empire countries 

was made up of commercial and industrial concerns with investments in mining 
and smelting and petroleum making up another large portion. There were also 
investments in utilities in other Empire countries. More thah one-half of 

the total of #142 million invested in other foreign countries was in the pe- 
troleum industry and the non-Canadian interest in this group of investments was 
particularly large. Investments in commercial and industrial concerns in other 
foreign countries had a value of about $36 million and investments in public 
utilities about $20 million. 


Portfolio investments in foreign securities had a book value of about 
#621 million in 1945. Of tnis $454 million represents the approximate book 
value of the holdings of stock and $167 million represents the par value of 
holdings of bonds. The market value of the stock in the aggregate had a con- 
; siderably higher value tnan the book value in 1945, whereas the market value 
. of the bonds was probably still appreciably less than the par value shown. 
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The figures shown for both stocks and bonds is the Canadian dollar equivalent 
of the United States dollars or other foreign currencies at the current ex- 
change rate. 


Portfolio investments in the United States amounted to about #409 
million, stocks being $317 million and bonds $92 million. A detailed analysis 
of Canadian portfolio holdings of United States stocks in 1939 revealed that 
the total holdings at that time of $380 million were made up of a great many 
issues although there were important concentrations of holdings in some of the 
more prominent issues of United States stocks. About 70% of the total was 
made up of industrial and commercial issues, and 15% was in public utility 
issues other than railroads. The remainder was distributed is auth? portions 
among railroads, mines, financial and other issues. 


The external assets of Canadian banks and insurance companies have been 
excluded as these assets must be considered in relation to the external liabi- 
lities of these concerns arising from their position outside of Canada. Cana- 
dian insurance companies have large holdings of British, United States and fo- 
reign securities but because of the fiduciary nature of the position the lia- 
bilities to the policy holders must he considered. Total liabilities outside 
of Canada exceed total assets outside of Canada. This is possible because the 
assets underlying the reserve funds need not all be held in foreign securities. 
The relative distribution of assets and liabilities in some countries and cur- 
rency areas is different from this however. In the United States, for example, 
assets exceed liabilities, whereas in the United Kingdom and some other areas | 
the reverse is the case. The relative mobility and liquidity of many of the ; 
assets make this possible. Because of this situation and the limited signi- 
ficance in the distribution of insurance assets by countries there have been 
no figures on insurance company investments shown in the table of estimated 
Canadian investments abroad. 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Table I - Current Account Between Canada and All Countries, 1926-1945 
(Millions of Dollars) 


ee ead 
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i Mutual Aid Net Balance on 

: Current Net Balance and Other ‘Current Account 

_ Year Current Expendi- On Current Official Con- Excl. Mutual 

; Receipts tures Account tribution in Aid & Official 

Current a/c Contributions 

1926 so 1,665 1,538 + 27 - + 127 

ty 1927 eee 1,633 1,643 i 10° = bya 10 

» 1928 208 1TOS 1,820 Co oe - = Oe 

1929: ... 1,646 1, 957 « Sil © =" 31 

m 1950 ... 1,297 1,634 - $37 = = 337 
1931 ... 972 1,146 = 174 = - 174 

1932 oe8@ 808 904 — 96 = so) 96 

—— (1933 266 829 831 ° 2 = 2 Rs 

1934 ... 1,020 952 + 68 ~ + 68 
aD” on a’ 1,145 1,020 rae hae = pea VAS 

— 1936 «66 1,450 1,186 ae 244 = + 244 

_ -1937 eve 1, 695 1,413 tis E80 +’ 180 

E1938 2.6 1,361 1,261 + 100 - + §100 

meigs9 .... | 1,457 1,331 + 126 “ + 126 

— 1940 «ee SG L627 #~ FAO aa + 149 

m94) 5. 2,458 1, 967 + 491 = + 491 

me 1942 ... 5,576 23275 + 110) + 1,002 Aes IO 

1943... 4,064 2, 858 + 1,206 + 518 + 688 

» 1944 ... 4,557 3,539 + 1,018 + 960 + 58 

® 1945... 4,633 2,914 + 1,719 + 1,041 + 678 


Table II - Geographical Distribution of the Balance on Current Account 
Between Canada and Other Countries, 1926-1945. 
Net Receipts or Credits (+); Net Payments or Debits (-) 
(Millions of Dollars ) 


2 eG 
All tnitea‘?) other (2) Menke 
Year Countries Kingdom Countries baker sf 
1926 -scccces ate 127 a: 58 Ze BOLD, - 2ol 
1927 eoeveeeeoe@ w LO = 1 a EOE = 248 
1928 er»eeeees a 32 tad eek ee 338 - 349 
1929 ee@oev0aene taag $11 ~~ 99 + Gaul bead 437 
1930 eeeoeeees —, Oot ~~ 106 ‘ ‘i 113 = 344 
1931 eesenvene <4 174 . oa 54 + 85 = 205 
1932 oeeveeee = 96 ex 14 ar 86 a 168 
1933 eoeoeeee6 a, 2 ad 26 a 85 a 113 
1934 eeo2eee se si 68 ci 46 fs 102 — 80 
1935 eeoeoveee a: 125 oF 62 = 92 ~ 29 
; 1936 eeeeee oe as 244 ar l2c ED 123 a al 
.- 2057 eveceree + 180 + 135 Hu L22 - L600 
‘ 1938 e@eesesvee CE 100 + UAT te ize = 149 
1939 ceccovece oY AB6 2 ARN hg #7 105 - 116 
1940 secvccece + 149 + 343 te, 9S - 292 
1941 @eoevervee 25 491 + 734 ne Yio) = 318 
: 1942 eeoeoseeee + T2021 + 1,223 Cs 58 c_. 180 
MEEOAS Sie cc'cos + 1,206 + 1,149 +. 76 ay 
1944 weoovnces T 1,018 Oe Pao + 241 Pook 
1945 wecccnee a UT he. ny) 928 we efOo + ee 


Excluding wheat exports diverted to other overseas countries, and exports of gold. 
Including estimated wheat sold in European Countries. 
Including all net exports of non=monetary gold. 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Table VII - Transactions Between Canada and All Countries, 193721945 
Millions of Canadian Dollars 


A. CREDITS = WITH ALL COUNTRIES 
Merchandise exports adjusted 


Net exports of non-monetary gold 


Tourist and travel expenditures 
Interest and dividends 

Freight and shipping 

All other current credits 

Total Current Credits 


Special Gold Transactions (2) 
Capital Credits 


B. DEBITS - WITH ALL COUNTRIES 
Merchandise imports adjusted 
Tourist and travel expenditures 
Interest and dividends 

Freight and shipping 

All other current dsbits 


Total Current Debits 


Special Gold Transactions (2) 
Capital Debits 

Billion Dollar Contribution 
Mutual Aid 
Contributions to UNRRA 
Military and Other Relief 


C. NET BALANCES = WITH ALL 
COUNTRIES 


Merchandise trade adjusted 
Net exports of non-monetary gold 


Tourist and travel expenditures ~ 


Interest and dividends 
Freight and shipping 
All other current transactions 


Total Current Account 


Special Gold Transactions (2) 
Capital Accounts 

Billion Dollar Contribution 
Mutual Aid 

Contributions to UNRRA 
Military and Other Relief 
Balancing Item(1) 


1937 1938 1939 1940 1941 1942 
1,041 844 906 1,202 1,732 2,515 
145. 161. e044 208 2nd ese 
166) 149° Yas: 10g JTL ey 
76> “S66. 0 BT", WBE Se FOO OF 
Vie! es 7-102". 138 ase eon 
D8 nO 2 BA Ey BOG eee: 
1,593 1,361 1,457 1,776 2,458 3,376 
. : 2 248 = 23 
622 458 558 283 566 1,235 
776 649 713 1,006 1,264 1,406 
BY) 366") 81 ada nome mon 
302 307 306 313 286 270 
157 [208-2197 1Se eT eae 
it ie te 1838 229 BAS 
1,413 1,261 1,331 1,627 1,967 2,275 
- - 2. 848) 23 
794 570 694 471 1,063 1,341 

A ~ - . - 1,000 
- = ~ “ : 2 
+ 265 + 195 + 193 + 196 + 468 +1,109 
+ 145 + 161 + 184 + 203 + 204 + 184 
+ 79 + 63 + 68 + 61+ 90 + 55 
= 226 = 241 = 249 = 261 ~- 226 - 203 
- 25 =) lo = 1% + se * des 7 
- 58 - 68 =~ 53 = S6= 63 = 37 
+ 180 + 100 + 126 + 149 + 491 +1101 


=o = = o os 


# 172 = 112 = 186 = 188 = 497 = 106 


=o = = food = = Z 
~ Gea Le ae RO eB o aaiae eeee e ee 


=| 180-= 100 = 126 ='149 = 491, <1109 


19435 1944 


3,050 3,590 


142 f 
88 119 
59°“) Fk 

288 322 

437 345 

4,064 4,557 
143. 55 
677 689 

1,579 1,398 

36 »=s«#5B 

261 264 

294 252 

688 1,567 

2,858 3,539 
143. «55 
1,354 737 
512 936 

a i: 
6 9 


+1,471 #2,192 


+ 142 + 110 - 


+ 792 =) 60 


202 = 193 


= 251 ~1,222 
41206 +1,018 


=- 677 


= 512 


936 
aS 
13 
10 


6 
ll 


i) 


=1,206 -1,018 - 


ee ee er ee 


(1) This balancing item reflects possible errors and the omission of certain 
factors which cannot be measured statistically. 


(2) 


CPi veo 


+ 


This represents gold or United States dollars received from the United Kingdom 


in part settlement of her deficiency with Canada, and used in turn to settle 
part of Canada's deficiency with the United States. 


ee Bea 
CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Table VIII - Transactions Between Canada and Empire Countries, 1937-1945 
(Millions of Canadian Dollars) . 
1937 1938 1939 1940 1941 194¢ 1945 1044 


Sores eee eee eee eee 


s 
~ 
x, 


: 


a 
5 
2 


A. CREDITS - WITH EMPIRE 


- 46 
+ 149 
- 624 


—ee 


41,220 
- 35 
- ,850 
- 838 
+ as 


4 ~ COUNTRIES 
Merchandise exports adjusted 493 442 436 6991,098 1,541 1,765 1,970 
( Tourist and travel expenditures IZ 10 9 6 5 Pe 1 2 
Interest and dividends fe +) 5) 3 i) 7 5 9 
Freight and shipping 45 43 43 1630 S219 -~ 27, 148 169 
War Services " os = _ ie ite < omens f0 126°< 28 
ml other current credit 8 8 Go eB ih ee fo D8. ie eee 
Total Current Credits 565 508 502 822 1,321 1,826 2,066 2,507 
_ Capital Credits DOr sheLoe 97 116 181 884 20 146 
: B. DEBITS - WITH EMPIRE 
. COUNTRIES 
_ Merchandise imports adjusted Choe ASA Lr Zoo 219% “ace 200 196 
Tourist and travel expenditures 18 17 13 5 5 eR e e 
Interest and dividends 87 83 80 76 68 51 52 56 
Freight and shipping 47 34 39 36 36 49 47 33 
Canadian Overseas expenditures - - ~ ra) 97. /19L 499 1,085 
All other current debits 19 19 Lip co 35.) 200; = vow 56 
Total Current Debits A060 63578 | SEG") (4085 (516 1 4557 850 1,428 
“Special Gold Transactions(#) = - —- pie gaply.\ | epee Sie aaTaee 
Capital Debits 1406499557" 160.3507" 990°.1 12g 586 144 
Billion Dollar Contribution - - - - 1,000 - - 
Mutual Aid - = - ~ - - 503 834 
fc. NET BALANCES ~ WITH EMPIRE 
COUNTRIES ikea 2 
‘Merchandise trade adjusted + 258 + 258 + 259 + 463 + 819 41,515 11,565 thoy i 
Tourist andtravel expenditures - 6 - Fics eB: eS - - ‘= iL ~ 
Interest and dividends ay 8012 .780=. (5s. 7(Si= Choe Sat ee ee ea 
Freight and shipping eee Gg at 40s 85+ TES Ole Rae 
All other current 
_ transactions sii. 6s 14-54 = 80%-7 400) eee 
‘Total Current Account + 159 + 171 + 176 + 419 + 805 +41,26941,216 + 879 
Special Gold Transactions‘*) Path BO MAUL eABI ae (p88 SA aes 
Capital Account = 24 -' 53°- 83 -— 214 -' 809 - 245 - 566 + 2 
Billion Dollar Contribution - - - ~ - -1,000 - - 
Mutual Aid (1) - - - =. - - - 503 - 834 
Balancing Item (1) (1) (1) 45+ 4- 1- 4+ 8 


—- 419 ~ 805 -1,269-1,216 - 879 


ee ee SED <TC TE NE COA 


which cannot be measured statistically. In the statements of transactions 


ments in the period before exchange control. 


part of Canada's deficiency with the United States. 


at 220 


(1) This balancing item reflects possible errors and the omission of certain factors 


with 


Empire Countries and with Non-Empire Countries it reflects mutilateral settle- 


(2) This represents gold and United States dollars received from the United Kingdom 
; in part settlement of her deficiency with Canada, and used in turn to settle 


LsiAL a 
CANADIAN BALANCE OF INTRRNATIONAL PAYMENTS 


¢3 7-2. —— 


Table IX - Current Transactions Between Canada and the United Kingdom, 1937-1945 
(Millions of Canadian Dollars) 


1987 1958 1938 1940 1941 1942 1943 1944 1945 


A. CURRENT CREDITS - WITH 
THE UNITED KINGDOM 


Merchandise exports adjusted 385 $537 $82 542 9141,4284 1,636 1,796 1,603 
Tourist and travel ex- 


penditures ig! 8 (s 5 2 as 1 2 rs 
Interest and dividends 2 a a a 4 5 4 8 4 
Freight and shipping aN SHOR 54 54 60,  piLO. 2b 128 1359 145 
War Services ~ - - LO 45 96 104 96 65 


All other current credits 8 ES oe OL 18 16 16 ke 55 
Total Current Credits 444 $89 384 656 1,093 1,657 1,889 2,065 1,854 


B. CURRENT DEBITS — WITH 
THE UNITED KINGDOM 


Merchandise imports adjusted 148 119 106 133 1387 £=116 100 94 100 
Tourist and travel ex~ 


penditures 16 15 11 e 2 2 2 a 2 
Interest and dividends 85 81 78 74 66 50 51 55 53 
Freight and shipping 43 50 56 52 28 41 40 28. 30 
Canadian Overseas ex- 

penditures - - - 29 g7* Wel 499 1,085 696 
All other current credits LZ, LZ 16 25 29 34 48 53 45 


_ Total Current Debits 509 262) 4«=6—8h47 0S h95)— 559 4354 740 1,517 926 


C. NET CURRENT BALANCES —- 
WITH THE UNITED KINGDOM 


Merchandise trade adjusted + 237 + 218 + 226 + 409 + 777 41,308 +1,536 +1, 702 +1,503 
Tourist and travel | 


expenditures be ROL Ste (ESD A LT eS - - - 1 - - 

. Interest and dividends - 835'= 79 - 16 —- 72 —- 62 = 45:-.. 47 —) 147.3749 

Freight and shipping m oh how aie 2+. 2B 382 4+. 575 4°) SEs Pree 
All other current 

transactions - 9- 939- T=. 2 - 6-115 - 427 -1,020 - 641 


Total Current Account + 155 + 127 + 157 + 343 + 734 41,225 +1,149 + 746 + 928 


Mutual Aid and Contri- 


bution (Included in 
Credits above) 7 = - +1,000 + 501+ 774+ 777 


et kt ne ee 
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: ; CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Table X ~— Current Transactions Be Between Canada _and Other Empire Countries, 1987-1945 
(Millions of Canadian Dollars) 


1937 1938 1939 1940 1941 1942 1945 lo44 1945 


y CURRENT GREDLTS ~ WITH 
OTHER EMPIRE COUNTRIES 


Merchandise exports adjusted 108 105 104 1s? 184. (LUT AST Lia oon 
Tourist and travel expenditures 1 2 2 1 1) tia 4) eee 
Interest and dividends 5) 3 5 ss ag a ay 3 4 
Freight and shipping 7 9 Ghls 9) 136 120s SO Soe 
‘War Services - ~ - 10 29 34 240. Goes ome 
All other current credits (Day(s 9: ( 4) 1 4 3 5 7 fs 


“Total Current Credits Ho tis, 135 186 » 228 ed (Ary eat aie 


‘Be CURRENT DEBITS - WITH 
OTHER EMPLRE COUNTRIES 


Merchandise imports adjusted 87 69 Ws 40S 242 LOW, UEOO Re LOC eno 
Tourist and travel expenditures 2 ee 

Interest and dividends 2 2 
Freight and shipping 4 4 
Al) other current debits oe & 


Total current Debits 7c 75. 79) 410.267, 125 1G, au ies 


C. NET CURRENT BALANCES — 
WITH OTHER EMPIRE COUNTRIES 


Merchandise trade adjusted + 21+ 40 + Re te BACH 42 + ies een eee 
Tourist and travel . 
expenditures - i. - = 53 = - - - - 
Interest and dividends pt aS ME ge cree aL ee Loe All - eas Ae 
Freight and shipping ghee ete. Oe be te cok + OF ae eo ae 
All other current 

transactions — OU ON ean ne 29 +t) 58 4.227 +) 56 ede, 
Total Current Account + G44 44+ 39+ 76+ TL+ 46+ 67 + 1335 + 292 
Mutual Aid Included 

in Credits | - - - - = wih. (Zits 6G er sek 


(1) Less than $500,000 


- 56 - 
CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
Table XI - xT — _Transactions_ Between Canada and Non—Empire Countries, 1937-1945 
(Millions of Canadian Dollars) 
1957 1938 1939 1940 1941 1942 1943 1944 1945 


mame GEC eee 


A. CREDITS - WITH NON- 

EMPTRE COUNTRIES 
Merchandise exports adjusted 5948 402 470 503 634 974 1,287 1,620 1,701 
Net exports of non-monetary gold 145 161 184 #203 204 184 142 #&=~110 96 
Tourist and travel expenditures 154 139 140 984 9 SLOG 2 Si; lAttaess 


Interest and dividends 69 61 52! 49 85 60 o4 6e 68 
Freight and ,shipping 67 de 59 62 66 94 140 1535 1574 
All other current credits SAB on SB. 250 59 70 _ 159 . 288 18853 16ame 
Total Current Credits 1,028 855 955  954:1,157 1,550 1,998 2, e50%2yaa8 
Special Gold Transactions(®) - s dl gage 23 148 se eee 
Capital Credits 904 556 461 167 #385 351 657 543 £460 
Be DEBITS ~- WITH NON--EMPIRE 
COUNTRIES 


Merchandise imports adjusted S44 465 556 770 985 1,180 1,379 1,202 lize 
Tourist and travel expenditures 69 69 68 40 18 24 54 56 83 


Interest and dividends els. ¢@24 2268 < 257 216.) 219° 2090 Belk eae 
Freight and shipping 90 ia’ 80 96, 1dl>- Lio ~ 247. erates 
Canadian overseas expenditures -—- - ~ = - - - - 25 
All other current debits ek yr 2) 95 81. 99 - 116°). 139. 426 eee 
Total Current Debits 1,007 924 1,005 1,224 1,451 1,718 2,008 2,111 1,868. 
Capital Debits 652 415 514 141 (8. 212. 768 SSS aia 
Mutual Aid - ~ ~ — ~ ~ 9: 1023s 36e 


Contribution to UNRRA - ~ - ~ - ~ _ Ly 34 
Military and Other Relief - = ~ ~ - 2 6 9 71 


C. NET BALANCES ~ WITH NON-- 

EMPIRE COUNTRIES 
Merchandise trade adjusted + = 63 - 66 ~ 267 — 551 — 206 =" 92 4 41b eae 
Net exports of non-monetary , 


gold + 145 + 161 +184 4+ 205 + 204 + 164 4+°-142 4 110 eee 
Tourist and travel expenditures + 85 + 70 + 72+ 68 4+ 904° 554 54 +! Gis ga 
Interest and dividends - 146 - 163 ~- 174 - 188 - 165 - 159 - 155 ~ 148 - 131 
Freight-and shipping - @6- 19+ 2l~- 34 - 65-—- 85-107 - 66- 31 
All other current transactions — 47 - 57 - 45 — 42 —- 29 + 43 + 149 - 238 + 13 
Total Current Account + @l- = 50 -.270 ~-314 — 168 —-~10 + 159 4493S 
Special Gold Transactions(2) = - + 2+248 - + 234143 + 55+ 33 
Capital Account - 148 - 59 - 53.+ 26 + S512:+ 139 — 111 — 5a hag 
Mutual Aid - ~ - ~ ~ - ~ 9 -~ 102 - 102 
Contributions to UNRRA - - “ ~ ~ = — =~ =) = Lh ae 
Military and Other Relief - ~ ~ = -— = 12." 6 =" Stee 


Balancing Item (1) Gy 2G) Oye ae eee es 
--- --s-+ +279 +-314 +-168 +--10 —-129 =2499 


SS emer EE RE SS ee re A SE AE I ER RN ne 


(1) This balancing item reflects possible errors and the omission of certain factors 
which cannot be measured statistically. In the statements of transactions with 
Empire Countries and with Non-Empire Countries it reflects multilateral settle— 
ments in the period before exchange control. 


(2) This represents gold and United States dollars received from the United Kingdom 
in part settlement of her deficiency with Canada, and used in turn to settle 
part of Canada's deficiency with the United States. 


By as 
CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


ble XII - Current Transactions Between Canade and the United States, 1937-1945 


Ta : 


(Millions of Canadian Dollars) 


1937 1958 1939 1940 1941 1942 1943 1944 1945 


ee ee ee 


A. CREDITS - WITH THE UNITED STATES 


Merchandise exports adjusted $92 268 544 424 566 911 lee "1444 1134 
Net exports of non-monetary gold 145 162. 194 203 .204° 184 . 142 . 130 96 
Tourist and travel expenditures 149 134 137 98 107 ig 87 Iie 26S 


Interest and dividends $1 25 rad 69 49 43 34 42 44 
Freight and shipping 45 49 46 49 64 92 LS 146 134 
All other' current credits 42 36 42 raul 65 152 el4 176 169 
Total Current Credits 803 663 780 834 1045 1461 1898 2035 1740 


B. DEBITS - WITH THE UNITED STATES 


Merchandise imports adjusted 463 400 472 702 910 1126: 151). ts, Thg 
Tourist and travel expenditures 65° (665-671 4022 18. acd 54 56 85 
Interest and dividends 91] 218 220 2331 2147 215. (205: “e2cOsycusd 
Freight and shipping 66.55 61, 78 /1BL. 279 2 e4T) aero eS 
All other current debits 1B) 373) FO 73. “GO wbO7, 20) ae Pes 
Total Current Debits 880 812 896 1126 1363 1641 1917 2004 1712 


C. NET BALANCES - WITH THE 
UNITED STATES 


Merchandise trade adjusted = 72-132 -128- 278.-344-205 —'87°+ 331 +. 15 
Net exports of non-monetary gold +145 +161 +1844 205 +204 +184 +142 +110 + 96 
Tourist and travel expenditures + 84+ 68 + 70 + 58+ 89+ 55 + 53 + 61 + 80 


Interest and dividends —180 -193 -193 —204 —175 -172 --171 +161 +150 
Freight and shipping =—:23 —- 16° +15 '=.29 = 67 —87 “110 fo. apt 
All other current transactions — $1 —87 - 54 —4@ ~25 +45 +154.= 237. + 41 
Total’Current Account — 77 -149 -116 -292 -318 -180 -19 + 31 -+ 28 


Se a ae 


(1) Includes $280 million special payments to U. S. Treasury. 


2) Recs 
CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Table XIII ~ Current Transactions Between Canada and Other Foreign Countries, 


1987-1945 


' (Millions of Canadian Dollars) 


1987 1928 1939 1940 1941 1942 1943 1944 1945 


A. CREDITS - WITH OTHER 
FOREIGN COUNTRIES 


Merchandise exports adjusted EST Loe, heb C2") 687 GS 65> LTGE) s560 


Tourist and travel expenditures 5 5 aan OG) DL) Ce Geen 
interest and dividends 58 56 25 oO a6 Ely. 20 20 24 
Freight and shipping ps AD” MLB eRe eee hottie 3 taal. 
All other current credits 5 ro Ser ye 5 7 14 12 13 
Total Current Credits | eno 190 “175 120° (92° 897100 41 Serene 


B. DEBITS - WITH OTHER 
FOREIGN COUNTRIES 


Merchandise imports adjusted 78 65 64 68 75 64 68 Sor Le 
Tourist and travel expenditures 4 o a (2) i) @)at) ee ee 
Interest and dividends 4 6 6 4 4 4 4 5 5 
Freight and shipping ee 16 19 18. (2). (2) Ceol 
Canadian Overseas Expenditures - - - - - - - - 25 
All other current debits 19 ee 19 8 i) 9 19 13 16° 
Total Current Debits Let | AS Leet Log 98% 89 ahy 9). = 20797 156 


C. NET BALANCES - WITH OTHER 
FOREIGN COUNTRIES 


Merchandise trade adjusted + 795.469 + 624) 11 aot = 1 ee ere 7 ere 
Tourist and travel expenditures+ 1 + 2 + 2 - +1 ~ = = - 
Interest and dividends ° + 34+ 303 419) +16 4120515 ree ae oer 
Freight and shipping my tS a6) ey S42 ee Gee 
All other current transactions - 16 -£20 -11 ee: Ct ea a ee 
Total Current Account +95 +078 (4°66) 4 2204.4 9912+ (9 fone 
Mutual Aid Included in Credits - - - - ~ - Oi ee LOC see Lee 
Contribution to UNNRA - - - - - - - uk 3 
Military and other Relief - - - - - 2 6 13 67 
Export Credits and Advances - ~ ~ - ~ - - - 105 
ae ES he 


(1) Less than $500,000 


(2) Included in amount shown for United States 


SISonee 
ESTIMATED CANADLAN BALANCE OF INTERNATIONAL PAYMENTS 


Table XIV - Preliminary Statement, 1945 
(Millions of Canadian Dollars) 


Credits Debits Net 
A. Canada and All Countries 
Current Account 
Merchandise trade adjusted 3,655 1,442 sme ey yen 5s 
Net exports of non-monetary gold 96 - + 96 
Tourist and travel expenditures 165 85 + 80 
Interest and dividends 76 205 om ayit, 
Freight and shipping 540 ene + 118 
All other current transactions | S01 O12 epee oe eS 
- Total - Current Account 4,633 2,914 muerte regis) 
Special U. S. Dollar transactions(2) 23 22 n 
Capital Movements 533 iseee - 689 
Mutual Aid - 940 - 940 
Contribution to UNNRA - 54 - 54 
Military Relief 67 67 
Balancing Item (1) sa - iz oii 
p,e2el0 bose real 
B. Canada and Empire Countries 

Current Account . 
Merchandise trade adjusted 1,954 eld $A (4 
Tourist and travel expenditures re ours, ~ - 
Interest and dividends 8 54 - 46 
Freight and shipping 183 Oa Teale 
War Services 81 696 - 615 
Other current transactions 38 47 - 9 

Totals - Current Account 
United Kingdom 1,854 926 i cue ge) 
- Other Empire Countries 412 - 120 +: “292 
All Empire Countries 2,266 1,046 + 15220 
Special U. S. Dollar transactions (2) - 33 - 6! 
Capital Movements 73 423 - 850 
Mutual Aid - 838 - 888 
Balancing Item (1) 1 - + 1 
£5540 2,040 


ee Ae ars RaURCERCEL LTO EME Tre 

(1) This balancing item reflects possible errors.and the omission of certain 
factors which cannot be measured statistically. 

(2) This represents United States dollars received from the U.K. in part set- 

tlement of her deficiency with Canada. 


ay 8 ee 
ESTIMATED CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Table XIV - Preliminary Statement, 1945 - Concluded 
(Millions of Canadian Dollars) 


Credits Debits Net 
C. Canada _and Non-Empire Countries 
Current Account 
Merchandise trade adjusted ™ 1 70L et) +4472 
Net exports of non-monetary gold 96 — ti 8G 
Tourist and travel expenditures 163 83 +. 80 
Interest and dividends 68 199 - 1231 
Freight and shipping : 157 188 —) SL 
All Other current transactions 182 169 y ae is 
Totals - Current Accaunts— 

United States 1,740 Lote aco 

Other Foreign Countries 627 156 % 471 

All Non-Empire Countries : 2,067 1,868 + 499 

Special U. S. Dollar transactions (*) 33 ire + 35 
Capital Movements ; 460 799 - 339 
Mutual Aid ~ 102 - 102 
Contribution to UNNRA - 54 - 84 
Military Relief - 67 = 467 
Balancing Item (1) 10 ~ + 10 

~,810 2,870 


(1) This balancing item reflects possible errors and the omission of 
certain factors which cannot be.measured statistically. 


(2) This represents United States dollars received from the U.K. in 
part settlement of her deficiency with Canada. 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Table XIX - Merchandise Trade Between Canada and Other Countries, 1933-1945. 
(Exclusive of gold and adjusted for balance of payments purposes) 


(Millions of Canadian Dollars) 
| __ Empire Non--Empire | 
Credits from All United § Other United Other 


___Exports Countries otal Kingdom Countries Total States Countries 
1933 532 232 188 44 300 177 123 
1934 648 229 234 65 549 226 123 
1935 732 352 258 74 400 285 115 
1936 954 427 342 85 527 369 158 
1937 en Reger 8 - 493 385 108 548 391 157 
1938 844 442 337 105 402 268 134 
1939 906 436 352 104 470 544 126 
1940 1, 202 699 542 157 503 424 79 
1941 L752 1,098 914 184 654 566 68 
1942 2,515 1,541 1,424 117 974 911 63 
1943 3,050 1,765 1,656 127 1,287 1,224 63 
1944 3,590 1,970 1,796 174 1,620 1,444 176 
1945 3,655 1,954 1,603 351 Ls 70d is elena 567 

Debits for 

_ _Imports 
1933 i 568 114 80 54 254. ' 205 49 
1934 | 484 | 146 103 43 338 278 60 
1935 526 166 =§=§39:i10 56 360 299 61 
1936 612 185 120 65 427 352 75 
1937 776 235 148 87 541 463 78 
1938 649 184 ‘lig 65 465 400 65 
1949 713 177 - 106 71 536 472 64 
1940 1,006 236 133 103 770 702 68 
1941 1,264 279 137 142 985 910 75 - 
1942 1,406 226 116 110 1,180 1,116” 64 
1943 1,579 200 100 100 D579 ¢ apelE 68 | 
1944 1,398 196 Q4urn piles), Yi vaeeORe Alege 89 
1945 1,442 213 100 cae Lp e20tme eae 110 


Net Credits (+) 
or Debits (-) 


1933 + 164 +118 + 108 + 10. +. 46 - 28 + 74 
1934 + 164 ae eee gee + ee qe dk - 52 + 63 
1935 + 206 + J66- + 148 + 18 + 40 - 14 + 54 
1956 + $42 + ae. +2 eee +0 + 100 ree We + 83 
1937 + 265 + ‘95a + - 257; Sear +47 - 72 + 79 
1938 + 195 + 258 + 218 + 40 - 65 — 132 + 69 
1939 + 193 + “269-1: 1226 + 33 - 66 - 128 + 62 
1940 + 196 + 463 + 409 + 54 - 267 — 278 + 11 
~ 1941 + 468 £ G19 woe 27717 + 42 — 351 - 344 at 
1942 +1,109 +1,315 +1,3508 ti) ah - 206 - 205 ee 
1943 +1,471 41,565 +1,536 + .27 - 92 - 87 - § 
1944 41,774 +1,702 vad ie + 418 + 331 + 87 
41,741  +1,503 + 238 + 472 + 


1945 


AG 


CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Oe et ae ane 


and Other Countries, 1937-1945 
(Millions of Canadian Dollars) 


Table XX ~ Revised Estimates of Tourist Expenditures Between Canada 


Credits —- Ex- Empire Non-Empire 
penditures of pes Baty ce 
Foreign Tourists All United Other(1) United Other 
in Canada 5 Countries Total Kingdom Countries Total States Countries 
1937 166 12 vk E 154 149 5 
1938 149 10 8 2 139 134 5 
1939 } 
1940 104 6 5 1 98 98° (2) 
1941 aol 3 2 1 108 107 i 
. 1942 81 2 2 (2) 79 79 (2) 
1943 88 ib ue (2) 87 87 (2) 
1944 119 2 2 (2) 117 117 (2) 
1945 165 2 2 (2) 163 163 (2) 


Debits - Expend- 
itures of Canadian 
Tourists Abroad 


1937 87 18 16 2 69 65 4 
1938 86 ys 15 2 69 66 3 
1939 

1940 43 5 2 1 40 40 (2) 
1941 21 3 2 1 18 18 (2) 
1942 26 2 2 (2) 24 24 (2) 
1943 36 Zz 2 (2) 34 34 (2) 
1944 58 2 2 (2) 56 56 (2) 
1945 85 2 2 (2) 83 83 (2) 


Net Credits (+) 
or Net Debits (-) 


1937 + 79 - 6 - 5 -l + 85 + 84 +1 
1938 +365 - 7 - 7 - +276 + 68 + 2 
1939 

1940 + 6 ted) £°§ - + 538 + 58 - 
1941 + 90 - - - + 90 + 89 +25 
1942 + 55 - = - + 55 + 55 = 
1943 + 52 -1 -1 - Leate) + 53 - 
1944 + 55 - - - + On + 61 - 
1945 . + 80 ~ ~ - + 80 + 80 - 


St ah Sn 


(1) Excluding Newfoundland 


(2) Less than $500,000. 


me sy pats 
CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


-_ Estimated Distribution of Interest and Dividend Payments and Receipts | 
Between Canada and Other Countries, 1957-1945 
(Millions of Canadian Botiees) aie 


Credits - Receipts Sets erreur tA oA Eo Non Empare e 
of Interest & Div- 
idends from Invest- AlL United Other United Other 
ments abroad .. Countries Total Kingdom Countries Total States Countries | 
1937 76 7 2 ) 69 31 38 
1938 | 66 5 2 5 61 20 36 
1939 
1940 52 5 P34 My 49 29 20 
1941 60 5 4 a4 dR 39 16 
1942 | | 67 c 5 2 60 45 We 
1943 59 5 4 1 54 34 20 
1944 hg hee 9 8 a4 62 42 20 
1945 *, 76 8 4 4 68 44 24 
Debits - Payments 
of Interest and 
Dividends to Non- 
Residents 
1937 502 ‘BY 85 e els eLl 4 
1938 507 SOOM fin. Oe < 224 218 6 
1939 
1940 . 313 76 74 2 257 255 4 
1941. . 286 68 66 e 218 214 4 
194e 270 él 50 1 alg eld 4 
1943 261 52 Sl aed 209 205 4 
1944 264 56 55 1 208 205 5 
1945 255 54 55 1 199 194 5 
Net Credits (+) 
or Debits (-) 
1937 - 226 - 80 - 83° + 3 - 146 - 180 + 34 
1938 - 241 - 78 - 79 +o. - 163 - 193 + 30 
19359 
1940 - 261 - 73 - 72 -~1 - 188 —- 204 +16 
1941 - 226 - 63 - 62 -1 ~ 165 - 175 +12 
1942 - 205 — 44 - 45 Perl. - 159 - 172 + 15 
1943 - 202 - 47 - 47 - ~ 155 - 171 LG 
1944 - 193 - 47 - 47 - oe AG: —< LGL) ge tel 
1945 - 177 - 46 - 49 + 3 - 131 - 150 ty Lo 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Table XXII 


BRITISH AND FOREIGN CAPITAL INVESTED IN CANADA 


Pein etme 


As at December 31, Representative Years, 1926-1945 
Classification by Types of Investment 


Ae Total Non~Resident Investment in Canada 
(Millions of Dollars) 


Types of Investment 1926 1930 1935 1939 1945 


Government Securities 


Dominion 638.0 682.0 751.9 823.0 726.0 

Provincial 421.6 592.3 57), 536.0 619.0 

Municipal 3741 431.5 394.4 £44 .0 512.0 
rp ee a ec 

Total 1,43507 1,705.8 1,718.0 1,703.0 1,657.0 


Public Utilities 


Railways 1,958.4 2,244.5 2,244.7 2,870.6 1, 6010 
Other 394.5 635.4 625.4 549.4 495.0 
eee Ne Es vioens SoM RTE 

Total 2) 552eF)™ 2,877.7. 2,87001 . ©,420.0) “2, 096re 
Manufacturing L19855., 1 573.0 sie 4G aan 1,816.0 
Mining and Smelting 219.1. 334.1 338.5 cc9.1 400.0 
Merchandising 149.8 202.9 191.5 189.3 éRT .O 
Financial Institutions 543.6 542.9 479.6 472.7 546.0 
Other Enterprises 6502 82.4 hese 69.0 69.0 
Miscellaneous Assets 260.0 295.0 270.0 285.0 284.0 


Total Investment 6,002.6 7,613.8 7,564.5 6,913.3 7,095.0 


Types of Investment 
Government Securities 
Dominion 


‘Provincial 
Municipal 


Total 
Public Utilities 


— 


Railways 
Other 


Total 


Manufacturing 

Mining and Smelting 
Merchandising 

Financial Institutions 
Other tem ace & 


Miscellaneous Assets 


Total’ Investment 


i — 


(1) Subject to revision. 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Table XXIII 


Classification by Types of Investment 


(Millions of Dollars) 


1926 1930 1933 
250.1 284.5 291.4 
72.6 69.3 74.2 
187.0 182.1 143.9 
Prete iets Oe Oe 
509.7 485.9 509. 5 
1,371.0 1,351.7 1,353.8 
96 .6 99.7 87.7 
1,467.6 D45i.4 21, 440.5 
Cos 
234.4 p74. 236.3 
50.9 73.8 125% 
49.2 61.6 56.5 
175.5 242.7 213.0 
ua.0 5.2 3.9 
145.0 171.0 150.0 
2,636.3 2,766.3 2,682.8 


BRITISH AND FOREIGN CAPITAL INVESTED IN CANADA 


As at December 31, Representative Years, 1926-1945 


B. Investments held in the United Kingdom 


1939 1945 


OZR SO (neo 


58.677 4000 
157.0 112.0 
453.0 152.0 

1,215.8 809.8 

89.3. 93.0 

1,304.6 902.0 

257.3 297.0 
61.4 63.0 
Sainte SR40 

220.9 205.0 

3.8 aa6 


120.0 85.0 


a ee 


2,475.9 1,766.0 


a 


(1) 


— 
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BRITISH AND FOREIGN CAPITAL INVESTED IN CANADA 


Table XX1V 


As at December 31, Representative Years, 1926-1945 


Classificetion by Types of Investment 


C. Investments held in the United States 
(Millions of Dollars) 


Types of Investment 
Government Securities 
Dominion 


Provincial 
Municipal 


Total 


Public Utilities 
Railways 


Other 


Total 


Manufacturing 

Mining and Smelting 
Merchandising 
Financial Institutions 
Other Enterprises 


Miscellaneous Assets 


Total Investment 


— ee 


(1) Subject to revision. 


1926 


85.0 


1930 1933 1949 1945 (1) 
440.5 450.5 567.0 682.0 
61770" © 492.5-% 473.04 wa Stee 
24724) = 24805 VIL COm We loaee 
1,204.9--1,191.5° 1221.0) Pedsaro 
832.6 830.9 588.5 720.0 
B2li7 . S47 wae ie eearewG 
1,354.3. 1,355.6 1,020.4 1,093.0 
1,286.5 (1,172.3 °1,159.9 a2a7ac0 
255.3, |) 260.4 W250 ze eG 
157-5: 13140" S329. .40) mene 
p52 | 220 76m) eG0 caer uaee ee 
76.2 70.3 64.2 62.0 
94.0 90.0 105.0 150.0 
4,659.5 4,491.7 4,151.4 4,982.0 


3,196.3 


tt ee 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Table XXV 
BRITISH AND FOREIGN CAPITAL INVESTED IN CANADA 


As at December 31, Representative Years, 1926-1945 


Classification by Types of Investment 


D. Investments held in All Other Countries 
(Millions of Dollars) 


Types of Investment 1926 1930 1933 1939 1945 (1) 


Government Securities 


Dominion 6.0 Ta6 10.0 8.0 44.0 
Provincial 7.0 6.0 5.0 5.0 Os 
Municipal Peart, 0 2.0 6.0 6.0 
Total LEGO Le 15.0 17.0)! 2ouG 55.0 
public Utilities 
~ Railways 57.0 60.0 60.0 67.0 72.0 
Dther! ie | 8.0 12.0 13.0 28.0 29.0 
; { . . ————— 6 SSSA a —_ - cic ERT 
Total 65.0 72.0 73.0 95.0) ¢-d0L.0 
Manufacturing Teideuneeaeat® 13.0 280. 40:0 
Mining and Smelting 3.0 5.0 Ve nail 19.0 
_ Merchandising 2.0 4.0 4.0 SRO Ben) 
Financial Institutions 43.0 49.0 7 a He) 56-0 
Other Enterprises _ 1.0 r0 iy eC ee 
“Miscellaneous Assets 30.0 30.0 30.0 60.0 69.0 


Te er a ee aaa 


e 


me Total Investment 170.0 188.0 190.0 286.0 247 .O 


Table XX¥I 


Estimated British and Foreign Capital Invested in Canada, by Types of Investment, 
December 31, 1945 (1) 


(Millions of Dollars) 


ey ty A pe 
CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
; 
Estimated Distribution of Ownership Total 
i 


Investments 
United Other Owned Out- 
Type of Investment . States (2) British (%)Countries side Canada 

Government Securities ; 

aa ei eee ae eee . 

Dominion 682. - 44, (26. 

Provincial i 574. 40. 5. 619. | 
Municipal 194, Ibe Gr oles 

a ge ee” 

Total 1,450. 182. She Li6s7 . 

Public Utilities | 
Railways 720. 809. hee 1,601, 
Other 573. 93. 29. 495. 

i : 
Total 1,093: 902. LOL; 2,096. 
Manufacturing 1,479. 297. 40. L516. 
Mining and Smelting 318. 63. oO. 400. 
Merchandising , 165. Os 5. eels 
Financial Institutions 285. 205. 56. 546. 
Other Enterprises G2. Qe rae 69. 
Miscellaneous Assets 130. 85. 69. «84, 


Total Investment 4,982. 1,766. 347. 7,095. 


(1) Subject to revision. 


(2) (3) Includes some investments held in the United States and the United 
Kingdom for residents of other countries. 


N.B. Common and preference stocks are shown at book values as shown in the 
balance sheets of the issuing companies, bonds and debentures are valued 
at par, liabilities in foreign currencies being converted into Canadian 
dollars at the par of exchange. 


ney A eee 
CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Table XXVII 


BRITISH AND FOREIGN CAPITAL INVESTED IN CANADA, END OF 1945 


Classification by Countries of Origin and by Types of Security 
(Millions of Dollars) 


United United Other Total 
Types of Security States Kingdom Foreign Non-Resident 
(1) (2) Countries Investment 


Bonds and Debentures 
Dominion 682 _ 44 726 


Provincial 574 40 5 619 
Municipal 194 ie 6 312 
Steam Railways 495 516 52 843 
Other Corporations - 
controlled in Canada 158 46 16 220 
e Other Corporations - 
z controlled outside of Canada 254 74 19 347 
Total 2,507 588 122 3,067 
a. Capital Stock of Canadian Companies . 
; Companies controlled in Canada 460 688 96 1,244 
; Companies controlled in the 
United States 610 57 16 1,683 | 
Companies controlled in the ; 
United Kingdom 13 226 2 | 241 
Companies controlled in Other 
Foreign Countries ~ - 19 19 
Total 2,085 oe fas 135 5,187 
Other Corporation Assets 
Companies controlled in Canada 10 5 1 14 
Companies controlled in the : 
United States 401 - - 401 
Companies controlled in the 
United Kingdom - Ti9 ~ 119 
Companies controlled in Other 
Foreign Countries ioe - 22 23 
Hae ALLS BLE OM ere: Wea eee En aE EN en 
Total 412 Roe 25 557 


Miscellaneous Investments 
Real estate, mortgages, assets 
administered for non-residents, 


investment companies, etc. 130 . 85 69 284 
Loe ted a ER aa aS Soe tote 
5 Total ; 4,982 1,766 347 7,095 
/ (1) - (2) Includes some investments held by nominees in the United Kingdom and 


the United States for residents of other countries. 


CUT Aree 
ESTIMATED CANADIAN INVESTMENTS ABROAD 
Table XXVIII 


(Excluding investments of insurance companies, banks, government 
credits and liquid reserves) 


(In Millions of Canadian Dollars) 


A. Value of Investments, end of 1939 (Revised) 


Location of Investment Direct Portfolio Investments Total ; 
ree: Investments Stocks Bonds Total Investment 
United States 412 580 121 901 913 
United Kingdom 59 ae vA 43 102 
Other Empire Countries ~ 54 7 15 22 76 
Other Foreign Countries 146 102 ol 153 299 
Total : 671 511 208 G19 7 gag 
B. Value of Investments, end of 1945 (x) 
Location of Investment Direct Portfolio TREES | Total 
“ae Investments Stocks Bonds Total Investment 
United States 455 317 92 409 864 | 
United Kingdom 54 26 a7 53 107 
pehon Empire Countries 69 7 ig 19 88 
Other Foreign Countries 142 104 x) SOE eee £82 
Total . 720 454 167 621 1,541 


— 


——s 


= 
i 


N.B. Holdings of stocks are at book values as shown in the books of issuing com- 
panies; and holdings of bonds are shown at per values. Foreign currencies 
were converted into Canadian dollars at current market rates. 


(x) Subject to revision. 
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CANADA CONTROLLED IN OTHER COUNTRIES, 1944 (1) 


Controlled in 


United Great Britain ° 
States and Elsewhere 
Outside of Canada 


Manufacturing 989 149 
Mining 80 12 
Utilities 107 7 
Merchandising 403 163 
Financial 261 172 
Miscellaneous 148 24 
TOTAL 1,988 527 


(1) Excluding some small branches in which the investment in Canada 
is relatively small. 
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" CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
3 Canada! s commercial transactions with Britain and other overseas countries on 


the one hand, and with the United States on the other hand, have been sharply delineated 
for a period of years. A surplus of Canadian exports over imports and other payments 

to overseas countries and an excess of imports and other current payments by Canada to 
the United States were characteristic of the Canadian balance of payments before the 
war. During the war these characteristics were accentuated by the concentration on 
production in Canada for use overseas and the limited sources of supply outside of 
‘North America during the period. Since the war, the financial transactions arising 
out of the predominant commodity movements in Canadian trade are having important 
effects upon Canada's international investment position. 


£ The characteristics of the Canadian balance of payments during the first tran- 
 sitional postwar year are revealed in the statement for 1946. There was a balance of 
eredits on current account of $458 million of which official contributions of relief 
constituted $107 million, leaving a net credit balance of $551 million exclusive of 
relief. This balance of credits compares with $1,725 million in 1945 when Mutual Aid 
of $1,041 million was the principal method of financing exports, and an average annual 
credit balance of $155 million in the five years immediately before the war. Tne out- 
_ standing features of tne statement for 1946 were the large credit balances with over- 
seas countries largely financed by export credits and official contributions, and the 
sudden reappearance of a large current account deficit with the United States. 
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The value of exports to Britain, Europe and other overseas countries in 1946 
was greater than in any previous peacetime year. The credit balance arising from 
Canadian transactions with overseas countries was also affected by the relatively 

small volume of commodities being sold to Canada by the United Kingdom and other coun- 
tries receiving export credits from Canada. The consequent record peacetime dis— 
equilibrium in the balance of payments between Canada and the sterling area and the. 
countries receiving export credits was financed by drawings of $540 million on thes 
Ynited Kingdom loan, $210 million by net advaaces to other countries receiving export 
credits, and $112 million by net interim advances to the United Kingdom and other 
Empire countries prior to the new loans which were later cancelled in the Financial 
Settlement in March with the United Kingdom. There were also official contributions 
of relief to overseas countries of $107 million. 


BALANCE ON CURRENT ACCOUNT 
BETWEEN CANADA AND OTHER COUNTRIES, 1946 


(Millions of dollars) 


Geographical Distribution - 


Balance with United Kingdom Pee Or tre ee oi6yal sane + 495 
Balance with Other Sterling Area -ccersevcescrccrcrers rey By 
Balance with Other Overseas Countries aes et wi e500, aiers 50s + 599 
Balance with United States Pee eet eoicls aials aie 0865 9 6918 - 608 

+ 458 


Balance of Credits with All CountrieS «ccccereecevvese 


a, ae 
BALANCE ON CURRENT ACCOUNT ; 
BETWEEN CANADA AND OTHER COUNTRIES, 1946 - Concluded. 


(Millions of dollars) 


Canadian Contribution to UNRRA c7s lai hia elevewe mie Clolelnieiarete siete a\euetatatdee - 68 ; 
MULVEY SRETEOL, |. isieis's cs a)siates see 5:6 Sree gisele pin ely wlietele nels ase ne enene Emme 14 \ 
Mutual Aid 2) 
Total Official Contributions esta Sie Clete wrote ateel als tet Whereis miaibatk take =i: (107 


Loan to the United Kingdom OS fe) C81. 0 OS CSCS 0.61076 1 SiO 101 08h e re) eels er ane enn (6 ed 540 
Exports Credits and Advances to Foreign Countries nie Cole e seu a Th renO 
Interim Advances to Empire Countries  ..ssseeeeseeceeceeceeees —  112(1) 
Government Credits Financing Exports ese oeeeesseresreseeseeeveos = 862 
Financial Settlement by the United Kingdom (net) ede d aa steaks LO REL DO 
Repayments on 1942 loan to the United Kingdom .....seeeeceeee ‘+ 89 
Repayments on Wheat Loan to USSR = .cveccceccccccccccesscscvece cS 5 
Reduction in Official Reserves: .ssccccosscccesevesvceegesecess, fF § 251(2) 


Repurchases of Securities from Sterling Area ceescsecessccees ‘= £155 
Other Capital Transactions with Sterling Area  .ecccccesecseee + 41 
Other Capital Inflows from U. S. Dollar Area (including 


exchange adjustments and errors and omissions rere ei x robe PLO 
- 458 


(1) Most of these advances were written off in the March 
Financial Settlement with the United Kingdom. 
(2) Canaaian dollar equivalent of the reduction of $265 mm US. 


But, accompanying the large volume of exports. overseas financed by the 
Canadian government was an adverse current balance of payments with the United States 
of record size. The net current deficit with the United States of $603 million was 
much Larger than in any other year in Canada's history, comparing with $418 million 
in 1941, $457 million in 1929 and $149 million in 1958. The heavy Canaaian expendi- 
tures in the United States reflected in this deficit can not be disassociated from 
the record peacetime level of the national income of Canada arising from heavy 
internal investuwents, government financing of large exports to overseas countries, 
and. other government expenditures, and large consumer demands. Many of these various 
demands have been augmented by postponenents and depreciation during the wartime 
period. The abnormally high level of prices in the United States also had very 
Significant effects upon the size of Canadian expenditures there. 


This wide disequilibrium in Canada's accounts with overseas countries and 
the United States has an important financial significance since the deficiency of 
overseas countries in Caneda is being financed by the Canagaian government while the 
Canadian deficiency in the United States arises from cash trade and must be met by 
using official reserves of gold and U.S. dollars or by other capital inflows from 
the Unitec States, in so far as the amount of convertible exchange received by Canada 
from overseas countries falls short of covering the deficit. Before the war when 
sterling and other European currencies were freely convertible into U.S. dollars, 
Canada's current receipts were more than adequate to meet the relatively small 
current ceficiency in the United States auring that period. In many years immediately 
before the war Canada was able to export capital mainly for the purpose of reducing 
indebtedness in the United States. 
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While Caneda has been an exporter of capital in each year since 1934, itis 
important to recognize that Canada is still a debtor nation in so far as its inter- 
national investment position is concerned. Exports of capital before the war had the 
effect mainly of reducing some of Canada's large indebtedness to the United States 
although there was some growth in Canadian assets abroad as well as the reduction in 
‘Canadian liabilities. During the war the total of foreign-owned investments in Canada 
aincreased slightly in value, non-resident investments having a value of $7,095 million 
at the end of 1945 compared with $6,915.5 million at the end of 1939. Important 
changes in ownership of the investments occurred as British investments in Canada 
‘sharply declined while United States and other foreign investments increased. During 
the wartime period there was a very large increase in Canadian assets abroad. These 
assets, including short term liquid assets in the United States and holdings of gold, 
increased from $1,865 million in 1989 to #3,715 million in 1945. The major part of 
the increase during the war occurred in official liquid reserves. The other principal 
increase occurred in the growth in Canadian government loans to overseas governments 
which at the end of 1945 amounted to #707 million. Privately-owned Canadian invest-— 
ments abroad during the war declined due to liquidations in Canadian holdings of U.S. 
securities. The net indebtedness of Canada to all other countries amounted to about 
$5¢ billion at the end of 1945 after all gross liabilities and assets are taken into 


account. 


Changes in Canada's international financial position in 1946 were varied. 

While there was a very sharp net increase, about $656 million,* in the outstanding 

amount of Canadian government loans to other governments there was at the same time 

a decline in Canada's official liquid U.S. dollar reserves, and other capital inflows 

from the United States which had the effect of increasing Canadian liabilities in the 

United States and reducing privately-owmed assets as well as official balances there. 

Tne net export of capital from Canada to all countries of about $551 million, there- 
fore, reduced Canada's balance of indebtedness to other countries by a smaller amount 
than the large exports of capital to overseas countries as the Canadian participation 
in large loans to European governments for reconstruction has been made at a time 
when the net indebtedness of Canada to the United States was increasing. The large 
current Geficit which Canada has with the United States has been affected to an im- 
portant extent by the high incomes in Canada arising from the high volume of export 
trade maintained by loans extended by the Canadian government to assist the British 
and European governments during the transitional years. 
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i The balance of Canadian indebtedness to other countries at the end of 1946 

% was probably not car from $54 billion, although all of the factors affecting the 

_ value of private investments at that date have not yet been measured. The balance 

F. of Canadien indebtedness to the United States increased appreciably, while there was 
a sharp reduction in the balance of indebtedness to the United Kingdom, and a large 
gain in the net creditor position which Canada now has with foreign overseas countries. 


The loan of $1,250 million to the United Kingdom, and other export credit 
joans authorized by Canada, which at the end of 1946 totalled close to $600 million, 
result from the Canadian recognition of the need for the recovery of overseas 
_ economies whose prosperity is of vital importance to Canada. This springs from the 
2 economic interdependence of the world and the special interest which a major trading 


— 


' : . * . 
a Exclusive of interim advances to Empire countries and amounts owing under Air 
Training Plan Agreements which were cancelled in the Settlements in March 1946. 


Date 


nation Like Canada has in the restoration of a world economy. The predominant- struc- 
ture of the Canauian balance of payments with its large export surpluses with overseas © 
countries, and the customary dependence upon United States sources of supply for many 
commodities, and the balance of Canadian indebtedness to the United States points to 
the necessity of the restoration of overseas economies if traditional trading relation- 
ships ure to continue. General exchange convertibility and increased production abroad 
are uecessary so that overseas nations will again be able to pay for their imports with — 
exports or other current revenue unimpeded by the exchange obstacles which arise from — 
the distorted commodity movements now resulting from abnormal supply situations. The 
Canadian export credit arrangements and participation in the new international institu- 
tions like the International Monetary Fund and the International Bank are the principal 
contributions by Canada to the restoration of a world economy. Credit measures of the — 
kind already extended are, of course, a temporary method of bridging the transitional 
period of reconversion until there is a restoration of more normal relations. It is 
doubtful if it would be possible for a- country in Canada's position to continue for 
long to extend large amounts of credit for financing exports overseas if there also 
continued to be a very wide disequilibrium in Canada's current accowmt with the 

United States which could not be financed out of current income from overseas and 
which, therefore, increased the balance of Canaagian indebtedness to the United States 
unduly. 


TRANSACTIONS WITH THE STERLING AREA 


The chief feature about Canada's transactions with the sterling area during 
the past seven years since the start of the war has been the unprecedented size of 
the disequilibrium in the current account arising out of the predominent movement of 
commodities from Canada to the United Kingdom and other Empire destinations. The : 
resulting British shortage of Canadian dollars has given rise to the necessity of 
providing special means of financing the gap between British expenditures in Canada’ 
and British income from Canada wiich are discussed further below. 


CURRENT TRANSACTIONS IN GOODS AND SERVICES 
BETWEEN CANADA AND EMPIRE COUNTRIES(2) 
1937 -— 1946 


(Millions of dollars) ; 


Current Current Net Balance Mutual Aid and Net Balance 
teur Receipts Payments on Current Contribution Excluding 
by Canada by Canada Account to Empire Mutual Aid — 
Countries a 
LOS% sens 565 406 159 - 159 
1938 sae 908 557 L171 - nya 7 
195 ween 502 526 L7E ~ 176 
1940 acesaele 822 403 419 = 419 
od be lgiokne ii? 516 
UN eel ae 1,826 557 
A eae 2,066 850 1,216 503 713 
Peta ae 2,307 1,428 879 854 45 
TOsG oe Oo 2, 266 1,046 1,220 858 582 
u946(2) ..., 1,134 472 662 5 657 


a 


(1) During the period 1989 - 1946 the sterling area is covered. 


(2) subject to revision. 
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During the war normal British needs for Canadian food and raw materials were 
--@ugmented by the absence of other sources of supply, by shipping considerations, and 
by the heavy movement overseas of munitions, ships and military equipment produced in 

Canada on British account for use in the war. While many of the abnormal commodity 
movements like shipments of munitions naturally ceased at the end of the war there 
nevertheless remained unusual British demands for Canadian food and certain raw 
materials. Consequently exports from Canada to the United Kingdom reached a peacetime 
record in 1946, even though they were much less in total than the peak wartime move- 
ments. While most of the commodities exported to the United Kingdom in 1946 had also 
been sold in that market before the war, British requirements in recent years were 
greater than prewar for such important staples as wheat, flour, bacon, cheese, wood= 
pulp, veneers and plywoods, and aluminum. While exports of some of these commodities 
were less in 1946 than in 1945 this was mainly due to reduced production and trans—- 
portation limitations. Other commodities like eggs and beef which formerly had been 
relatively small were important components of exports in 1946. Other materials, of 
which examples are lumber, and base metals like copper, nickel, lead and zinc were 
shipped in large amounts to Britain although in less volume than before the war. 
Exports of some other commodities like certain manufactured goods were with a few 
exceptions generally small although British quotas provided for some token shipments, 
so that contact with traditional markets in Britain might be maintained by Canadian 
manufacturers. Higher prices over prewar as well as increased volume added to the 
total value of exports in 1946. The value of Canadian exports to the United Kingdom 
in 1946 amounted to $626 million compared with a peak of $1,796 million of exports 
on British account in 1944 and $385 million exported to the United Kingdom in 1937. 


CURRENT TRANSACTIONS IN GOODS AND SERVICES 
BETWEEN CANADA AND THE STERLING AREA — 1946 


(Millions of dollars) 


Other Total 
United Sterling Sterling 

| Kingdom Area Area 
e Current Receipts seoeeeresereoeereeoe 8354 $00 1,134 
4 Current PaymentS  «.ecccoccssceoecece 359 135 472 
4 Net Balance on Current Account .. + 495 + 167 + 662 
¥ Methods of Financing the above current deficiency of the 
% Sterling Area in Canada; 
3 Loan to the United Kingdom eeooonoe oe @e20e2000800808 ~ 540 
y Net interim advances (1) Sal iig Wiatele stale ec © 6 4 416.018 i i hy 
s 
, 


British Financial Settlement with Canada Be tet et Oe) 
Sale of gola to Canada OOO OHI! Hei IRDA hina —— 
+ 


Repayments in 1942 Loan to United Kingdom .... 89 
MUTUAL) occas ccccecseesscwesheeeyeseacouse, = OO 
Repatriations of securities  «.ssscccessesseee = 135 
Disaccumulation of sterling balances «..ees05. + 15 
Other capital transactions (including errors 

and omissions) en ee ee the scree ssceceme it RO 


A (1) Most of these advances were written off in the March Financial 
: Settlement with the United Kingdon. 
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But since 1946 was a year of reconversion for the British economy, commodities 
available in Britain for export were limited by prevailing shortages of fuel, materials 
and manpower, and by internal requirements. The volume of British exports increased 
substantially during the year, however, rising from about one-third of the exports in 
1938 at the end of the war,to from 110 to 115 per cent of the volume of exports in 
19838 by the end of 1946. Bat there was not a corresponding rise in British exports to — 
Canada as most of the increase occurred in commodities which do not normally enter 
substantially into the British trade with Canadaa. Exports of many commodities which 
before the war made up a large part of British exports to Canada like coal, cotton 
textiles, and to a less extent woollen textiles, did not recover to the same extent as 
British exports generally. The result was that Canadian imports from the United King- 
dom which were valued at $133 million in 1946 represented a considerably smaller 
volume than imports before the war which were as high as $1438 million in 1957 at a 
time when prices were much lower than in 1946. 


The non-commodity items of trade between Canada and the United Kingdom only 
added a small amount to the current disequilibrium as there continued to be appreciable 
Canadian government expenditures in Britain during the early. part of the year on | 
account of the Canadian forces overseas. These expenditures amounted to $75 million 
during the year, compared with $696 million in 1945. They included pay and allowances 
of Canadian service personnel still overseas, some transportation and other main- 
tenance expenses. But, by the end of the year expenditures of this kind became 
relatively small. Most important among the other current payments to the United 
Kingdom were interest and dividend payments of $54 million paid to British investors, 
an amount which has been sharply reduced by wartime repatriations of securities from 
the prewar total payments which in 1957 were $35 million. While there were payments 
to Britain for freight and shipping services, these were much less than British expen— — 
ditures on these services in Canada. Heavy outlays on inland freight in Canada on 
the large volume of exports was one of the contributing factors as well as the number 
ef Canadian ships in trans-Atlantic services and the port expenditures of British 
ships in Canada. British expenditures on war services in Canada declined sharply a 
from $65 million in 1945 to $18 million in 1946 as special activities were terminated. 
Prominent among other current receipts from Britain were such unilateral transactions 
as inheritances and immigrant funds, These were outflows which formerly had been cur- 
tailed by British exchange restrictions. There also were considerable amounts of 
funds returned to Canada by Canadian service personnel. Civilian travel between 
Canada and the United Kingdom continued to be sub-normal although there was a con- 
siderable increase in the amount during the year. There was a small balance of 2 
Canadian receipts on travel account in 1946 compared with appreciable debit balances 
before the war when there was a large amount of pleasure travel from Canada to 
Britain. Miscellaneous exchanges of other normal services between Canada and the 
United Kingdom resulted in the customarily moderate balance of payments by Canada on 
their account. As a result of all current exchanges of commodities and services be— 
tween Canada and the United Kingdom in 1946 there was a credit balance of $495 
million compared with one of the $928 million in 1945 and $135 million in 1937. 
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L. CANADIAN TRADE WITH EMPIRE COUNTRIES OTHER THAN 
a. he uth : THE UNITED KINGDOM AND NEWFOUNDLAND BY PRINCIPAL 


GROUPS OF COMMODITIES - 1946 
(Millions of dollars) 


—— 


Exports of Imports into 
Canadian Produce Canada 
_ Agricultural and Vegetable Products .. B21 61.6 
_ Animal and Animal Products — -o.eseeee 20.9 ded 
Fibres, Textiles and Textile Products . LSisL 40.1 
Wood, Wood Products and Paper .«ssss 5Dag 0.4 
Iron and Its Products AAS ee 58.0 Ose 
Non~ferrous Metals and Products eases 11.8 10.6 
Non-metallic Minerals and Products ee 29 Sel 
Chemicals and Allied Products he MS 9.6 0.5 
Miscellaneous Products ete wl ake e aitent ele. 1ee LOL 1.5 
Total ED. axate le eleiele.s sie ane 0 0's ls, 3 268.9 129.7 


—_-~ 


-NeB. Above figures are not adjusted for balance of payments purposes. 


Trade between Canada and the other Empire countries customarily results in 

a credit balance as well, further increasing the shortage of Canadian dollars in the 

whole sterling area. This trade also is now much larger than before the war and the 
‘disequilibrium in the current account with these countries in 1946 was $167 million 
compared with $24 million in 1947 and $44 million in 1958. While this credit balance 
4n 1946 was less than the record $292 million in 1945 it reflects civilian trade, 

whereas in the earlier year munitions financed by Mutual Aid and special orders of 
railway equipment to India financed by the Canadian government advances made up much 
of the total. The gain in exports to British South Africa in 1946 was. particularly 
“notable, there being an export balance of #60.7 million to that country. There were 
also export balances to each of the other British Dominions. Exports to India were 
‘at a peacetime peak and produced a substantial export balance in comparison with 
import balances before the war. But, exports to Australia and New Zealand were not 
much higher than prewar and the export balances with these countries were less than 
in some prewar years. There was also a growing export balance with the British West 
Indies, new peaks being reached by bota export and import trade with this area, how- 
ever, there were moderate import balances with some of the other Crown Colonies 
supplying tropical commodities to Ganada. The peacetime peak in exports to Empire 
- eountries other than the United Kingdom must, of course, be associated with the 
- world-wide shortage of commodities. Exports of many commodities have increased very 
sharply from prewar levels, particularly food and wood products. On the other hand, 
_ there are other commodities like motor trucks which formerly constituted an important 
part of the Canadian trade with the rest of the Empire which were held down by the 
Bi hortaze of supply in 1946. Canadian imports from this area retained much the same 
pattern as prewar. Tropical agricultural products and wool and jute have customarily 
made up the major part of the total and certain ores and minerals are increasing in 
importance. A large part of the increase in the total value of imports comes from 
higher prices. The principal service transactions between Canada and other Empire 

countries are the inland and ocean freight earned on exports from Canada to this 
area. Credits on this account were much heavier than in any prewar year and reflect 
partly the larger volume of exports and partly the greater number of Canadian 
operated ships on Empire services. Canada also has a small balance on income account 
arising mainly from direct investments in the British Dominions. Other exchange of 
services are relatively small. 
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COMMODITY TRADE BETWEEN CANADA AND OTHER EMPIRE COUNTRIES 
EXCLUDING THE UNITED KINGDOM AND NEWFOUNDLAND, 1957 AND 1946 


(Millions of dollars) 


de Br Su7 19) 46 

Exports Imports Net Exports Imports Net ‘ 

Australia @eeeeodoe28e ooo 50.6 LO. oi 18.5 38.2 19.8 + 18.4 

British South Africa .. 16.6 Gea eee oy 63.6 T2 + 60.7 

Eire eoooereenee 02008080 4.4 — ar 4.4 8.0 =: a 8.0 

India eoeseoev eevee e2080 Aon, 9.5 = 4.3 49.1 PALES) + PA) 
New Zealand e@oaeeeoeves away) 7.6 on Week: sys 12.0 oP anu 4 
British Guiana ecoceee Has 526 = Ae fhe SWBa? ad Sel . 
British West Indies .. 136 Lote = Oe? 50.2 22.5 + 23.1 
All other (excluding 7 
Newfoundland) eeeoe a Gey | 31-6 - 20.6 $1.7 e769 + 3.8 %, 
Sub-Total ee ak aes ware 95.0 86.8 + 8.2 269.0 129.8 +159.2 M 
Newfoundland’ .cccccce 9.1 PRE) +a. G6 38.2 9.35 + 26008 a 
N,.B. Above figures are not adjusted for balance of payments purposes. 4 
: 


As has already been pointed out the existence of large credit balances with 
countries of the sterling area has not for a period of years provided Canada with in- — 
come which could be freely converted into U.S. dollars. Sterling ceased to be con— 
vertible at the start of the war when British exchange control was introduced because ~ 
of the British deficiency of dollar exchange. Since then only a minor part of the ‘ 
British current deficit in Canada has been settled by special transfers of gold or . * 
U.S. dollars. ¥ 

, 


The principal wartime method of financing the gap arising from the excess of . 
British expenditures in Canada over receipts was by Mutual Aid to the countries of 
the sterling areas This aid, including tne contribution of $1 billion by the Canadian 
government to the United Kingdom in 1942, has totalled about $3,180 million. Prominen 
among other wartime methods of financing tne sterling area deficiency were official 
repatriations of $705 million, private repatriations of Canadian securities neld in 
the United Kingdom of about $542 million and the loan of $700 million to the United 
Kingdom in 1942. This loan resulted from the conversion ot the larger part of’ approxi- 
mately $1,000 million which the Foreign Exchange Control board was holding in sterling 
balances which had been accumulated in the earlier years of the war by the Board as 
a means of providing the United Kingdom witn Canadian dollars. About $600 million 
of the balances held at the same time was used by the Government for the final 
official repatriation of Canadian securities, the total of which is referred to 
above. Further details on wartime methods of financing are shown in Table XV. 


Following the end of the war it became necessary for new sources of funds 
to be made available to the United Kingdom in order that the necessary shipments of 
food anc raw materials and other commodities should be able to continue. The loan 
of $1,250 million to the United Kingdom arising out of tne Financial Agreement 
between Canada and the United Kingdom signed at Ottawa, March 6, 1946 and approved 
by the Canadian Parliament in May of the same year, was the principal postwar means 
of facilitating purchases by the United Kingdom of goods and services in Canada, by 
making it possible for the United Kingdom to meet transitional postwar deficits in 
its current balance of payments. 
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Between the end of Mutual Aid and tne first use in May of the new loan to the 
United Kingdom, the principal means of financing was by interim advances by the Cana~ 
dian government, covering mainly the financing of shipments.of food to the United 
Kingdom. By the end of 1945 these interim advances to the United Kingdom amounted to 
$164 million, in addition to about $42 million to the Government of India for railway 
equipment and $4 million to Australia. During the first two months of 1946 taere were 
further interim advances to the United Kingdom and to India which along with the ad- 
vances in 1945 were written off under the terms of the Agreement on the Settlement of 
War Claims. Some interim advances after March 1 were later repaid by the United 
Kingdom after the commencement of the use of the new credit, $540 million of which 
was drawn down in 1946. Net interim advances to Empire countries for financing ex- 
ports in 1946 were approximately $112 miliion. Among the other financial transactions 
between the two governments in 1946 which are included in the balance of payments 
stacvement were repayments by tae United Kingdom on the 1942 loan aggregating $39.4 
million, leaving $471.9 miliion of the loan outstanding at the end of 1946. The 
principal private capital transactions were redemptions of about $76 million of Cana- 
dian securities owned in the United Kingdom and gross repurchases of outstanding 
issues of about $53 million, or net repurchases of about $54 miliion. Repatriations 


of Canadian stocks constituted most of the repurchases although purchases of muni- 


cipal and corporation bonds were also large. Other transactions of a capital 
character between the two countries were smaller, and included changes in British 
cash balances in Canada, and in Canadian held sterling baiances. Since the 

financial settlement by the United Kingdom of $150 million was effected by means of 

a sale of gold to Canada, the financial settlement and the purchase of gold by Canada 
were offsetting in their effects upon the financing of the sterling area's deficiency 
in Canada. A considerable inflow of funds from Britain arising from inheritances 
which had been blocked during the war along with capital remittances by British emi- 
grants to Canada are the main groups of financial transactions included in the 
current account rather than the capital account because of their special unilateral 
character. 


An additional amount of Mutual Aid to Empire countries of @5 million is 
included in the statement for 1946 representing some final transactions in these 


accounts. Virtually all of this amount is in the accounts with Empire countries 
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other than the United Kingdom, and the amount is included in exports to these coun- 
tries and offset in the statement including the various methods of financing the 
sterling area deficiency, since although most of the goods covered were shipped prior 
to 1946, Mutual Aid transfers have been included in the balance of payments during 
the year in which the financial transactions occurred. 


A number of other jnter-governmental items directly arising out of wartime 
activities were the subject of settLements in the Financial Agreement and the Agree- 
ment on the Settlement of War Claims between Canada and the United Kingdom which were 
signed at Ottawa, March 6, 1946. Covered by the Financial Agreement was $425 miliion 
owing by the United Kingdom to Canada with respect to the british Commonwealth Air 
Training Plan which the Canadian government agreed to cancel. The Agreement for the 
Settlement of War Claims covered a more diverse group of outstanding claims which had 
accumulated during the war. The settlement was completed by the payment by the United 
Kingdom to Canada of $150 million to cover the balance of Canadian claims against 
the United Kingdom. Chief among the Canadian claims were the interim advances, 
already referred to, to the United Kingdom under the War Appropriation Act, mainly 
financing exports of food, following the end of Mutual Aid. There were also advances 
for other supplies delivered after tne end of Mutual Aid, and advances to India for 
locomotives and a variety of amounts owing to Canada arising out of Canadian military 
and naval activities overseas. More prominent among tae amounts owed by Canada to 
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the United Kingdom were balances due with respect to army capitation payments, the 
balance owing by the air force on reserve stocks account, the balance of the United 
Kingdom equity in the general working capital fund, and the United Kingdom claims to 
reserves accumulated in various pool projects arising from price adjustments. The 4 
special settlement cancelled ail claims between the two governments arising between ~~ 
September 3, 1959 and the end of February 1946 with the exception of certain special 
transactions settlea otherwise such as the amounts, already referred to, owing by 
the United Kingdom with respect to the British Commonwealth Air Training Plan, the 
1942 loan to the United Kingdom, claims arising out of military relief and out of 
trunsactions for which established procedures were in operation, and certain pay- 
ments of a routine nature. 


The balance of Canadian indebtedness to the United Kingdom which at the end 
of 1945 was close to $1 billion was reduced by approximately one-half by capital tran- 
sactions during 1945. 


CURRBNT TRANSACTIONS WITH THE UNITED STATES 


The characteristic feature of Canada's current account with the United : 
States has been the substantial deficit normally arising from current transactions. 
Curreat Canadian expenditures in the United States have exceeded current receipts 
from that country in each year during the period of over two decades for which records 
are available weds the exception of the unusual years 1944 and 1945, when slight sur- 
pluses resulted from abnormally large temporary receipts from the sale of munitions 
and grain to the United States. The typical excess of Canadian commodity imports 
from the United States over exports and the large payments on income account are the 
principal contributors to the deficits, Net payments by Canada for transportation 
and other services in the United States are also appreciable. The deficits on mer-- 
chandise account result from the large volume and very wide range of commodities of 
ail types purchased by Canada from the United States, compared with the narrower 
range of raw materials and primary products which the United States purchases in 
Canada, while the large income payments are directly related to the large amount of 
American capital invested in Canada woich is much greater than in any other country. 
But, offsetting some part of the deficits from the types of transactions already 
referred to have been Canadian gold production which before the war was rising 
rapidly and the balance of receipts from United States tourists expenditures in 
Canada which usually exceeded Canadian expenditures on travel in the United States 
by a wide margin. 


before the war when sterling was freely convertible into U.S. dollars the 
current deficits were met out of the current surplusses which Canada had with the 
United Kingdom and other overseas countries. But, since the beginning of the war 
sterling ceasea to be freely convertible because of the British deficiency of dollar 
exchange and the controls which had to be introduced to conserve British expendi- 
tures of dollars. Likewise other countries, particularly recent belligerent coun- / 
tries, have not been in a position to provide convertible exchange for all of their 
purcheses in Canuaa. Consequently Canada now has to meet part of the current 
deficits with the United States by other means as the amount of convertible exchange 
received from overseas countries in only a minor part of Canada's current deficit 
with the United States. Aithough Canaua has large current credit balances from 
trade with the sterling area and countries receiving export credits, the major parts 
of these export balances are Iinanced by export credits from the nee government 
since the borrowing countries have not sufficient convertible exchange to meet their 
import requirenents. 
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; _ The special wartime methods of meeting Canadian needs for U.S. dollars have 
_been described in detail in earlier reports on the Balance of Payments and reviewed 
for the wartime period in the Canadian Balance of International Payments, 1926 to 
1945. Generally, new current sources of dollars were created by the special sale of 
munitions and other commodities.to the United States, while unnecessary expenditures 
were limited by the introduction of curbs on current expenditures on pleasure travel 
“e5¢ non-escential commodities during the period in which the wartime dollar scarcity 
was most acute. Controls on capital exports throughout the period ensured that funds 

were not lost throvgh capital transactions. While in the two years at the end of the 
war Canada had, due to a combination.of unusual temporary circumstances, small current 
surplusses, the Canadian current account with the United states again changed dras— 
tically in 1946 when large current deficits again reappeared. 

4 

- The disequilibrium in the current account with the United States in 1946 was 
larger than in any other year in Canadian history, as post-war demands for goods and 
ervices in the United States first became effective. The deficit on current account 
of #603 million is mch lerger than the wartime peak of $518 million in 1941, and 
#437 million in 1929, the peak in the predepression period of prosperity. In the 
years immediately before the war the deficit was much smaller, being $169 million in 
1938. The size of the deficit took on added significance in 1946 as the normal pre- 
“war sources of convertible exchange from trace with overseas countries have been 

_ temporarily reduced because of the insufficiency of current dollar incomes resulting 
‘from limited productivity overseas during the transitional period in which overseas 
economies are being rehabilitated and re-converted to peacetime production. While 
Ganada received some gold and U.S. dollars from the United Kingdom and other overseas 
countries, these receipts were insufficient to cover the Canadian deficit with the 

United States in 1946. Consequently a considerable part of the deficit was met by 
Capital inflows from the United States and by some use of official liquid reserves. 
These methods of covering the current deficit with the United States are described ~ 
further below in the section dealing with capital movements between Canada and the 
United States dollar area. 


The sudden re~emergence of the lerge deficit with the United States resulted 
from divergent trends in the receipts and expenditures. While total current receipts 
of $1,575 million contracted $165 million, current expenditures expanded sharply by 
#468 million to a record level of $2,178 million. The principal decline in receipts 
was from the sale:of munitions end grain while the sharp gain in expenditures was more 
ridely distributed, the large growth in the import total being accompanied by sub- 
stantial increases in most of the other types of expenditure as well. Many sources 
of receipts tended to be limited in 1946 by available productive capacity in Canada, 
and by prevailing shortages of labour and materials, and by somé interruptions to the 
production and movement of goods. In the case of some commodities like pulp and paper 
the United States has been receiving the largest part of Canadian production. But, 
because of the relatively small size of Canadian expenditures in the United States 

in relation to total goods and services available in the United States limitations of 
supply there were not as significant for the trade balance as they were in the case 
of the smaller range and limited procuction of Canadian goods and services sold to 
the United States. Canadien expenditures in the United States only amounted to a 
relutively small part, a little over 1 per cent, of the great pool cf United States 
soods and services produced which aggregated $194 billion according to officiel 
estimates in the United States. In contrast Canadian goods and services sold to the 
United States constituted over 14 per cent of the gross national product of Canada. 
Although there were prevailing shortages in the United States throughout 194€ and 
particulerly in the earlier part of the year, the effects of insufficient supply were 
less apparent in relation to the Canaaien balance of trade and a very large total of 
expenditures was possible even with the scarcities. Canadian imports from the United 
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States in iv46 amounted to more than $100 per capita. whiie united States purchases of 
goods in Canada only amounted to something iike #6 per capita. “a 
t 

Relationships between national income and Canaauian imports and other expendi- 
tures in the United States are naturally close. The national income of Canada in 1946 
reached a record peacetime level tut the circumstances producing it and the prevailing ~ 
economic background have been unique. A large volume of government. financed exports, 
and other government expenditures, unprecedented amounts of private internal invest- — 
ment and consumption have combined to produce atmormally high demands. These have led 
to new peacetime peaks in imports from the United States. Besides the direct con- 
sumers expenditures on United States goods and services there are the imports of fuel, — 
materials, and components required in great volume when Canadian production is high, 
and the variety of machinery and capital equipment of United States origin purchased. — 
A list of Canadian imports from the United States covers a great variety of commodities 
consumed in modern industry from raw materials and fuels to finished articles as well 
as many of the foods and other goods sold in Canadian stores. Just as it is impossible 
to determine how much of the current size of national income is due to,the accumulation 
of wants which were postponed during the war so is it difficult to judge how much of 
the recent level of imports results from long deferred demands. Although it would 
appear that this factor is appreciable particularly in the case of machinery and 
capital equipment it should be noted that supplies of most commodities, particularly _ 
consumers! durable goods, were inadequate to meet demands even in the latter months 
of 1946 when supplies in the United States were less scarce than early in the year. 
There seems, therefore, to have been a considerable amount of unsatisfied Canadian 
demands for United States commodities throughout the year 1946. 


Canadien imports from all countries in 1946 were 16.4 per cent of the gross — 
national product of Canada of $11,129 million, and because of prevailing conditions —- ~ 
of supply most of the imports were from the United States. This is a higher per-— 
centage than in any other year during the period from 1988 on for which comparable 
statistics of the gross national product and expenditure are available, the ratio 
comparing with 1l2.7 per cent in 1945 and an earlier peak of 15.2 per cent in 1940. 
But the total of ail current international debits was only a slightly higher ratio of — 
national expenditure in 1946 than in 1945, mainly because the rise in imports was 
mostly offset by a decline in war expenditures by the Canadian government overseas. 
On the other hand gross current international credits from exports of goods and 
services were down te 30.0 per cent of the gross national expenditure in 1946 from 
a peak of 39.6 per cent in 1945. The corresponding ratio in 1988 was 26.8 per cent 
indicating that external revenue represented about the same ratio of national expen-— 
diture as in the period just before the war. It is notable that the ratio of imports 
to income was less in 1946 than in 1929 the earlier peacetime year of peak prosperity. 


The increases in imports from the United States in 1946 were widely distri- 7 
buted as to commodities and were largest in the latter part of the year when there 
were better transportation conditions and when supplies of many commodities were in- 
creasing. A new peak in imports was reached in the last quarter of the year. 
Besides the improving supply, rising prices in the United States contributed to the 
growth in Canadian expenditures. Most of the price rises occurred with the de- 
control of prices in the latter half of the year, and prices were still generally 
rising in groups of imports of significance to Canada at the year end. The official ~ 
index of wholesale prices in the United States rose from 112.9 in June to 140.9 in 
December (1926=100). Although the return of the Canadian dollar to parity in July 
acted to reauce the Canadian dollar cost of imports the effect of this was more than 
offset by the rising price trend in the United States. Imports connected with very v 
abnormal inventory increases are not evident, although a general improvetient in 
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Canadian inventories took place during the year and some of this was in commodities 
imported from the United States. Some of the concentration in imports from the United 
States can be attributed to the slowness in recovery of overseas sources of supply 
which formerly were important to Canada as in the case of the British cotton textile 
industry. 
ANALYSIS OF IMPORTS FROM THE UNITED STATES - 
(Millions of Canadian dollars) 
Quarters of 1946 
1937 1945 1946 I Bib Si) oe rl a IV 
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Agricultural and Vegetable 
Proaucts ecoeceeesroreseeeeeee 44.4 122-2 155.5 S500 


40.1” 51.9 438.0 

Animal Products Mere s sevey 0e's @ 12.6 20.8 $3.9 102 6.4 6.7 10.4 
Fibres, Textiles eveceegesesece b9eL 109.8 140.2 28.9 28.9 29.9 52.5 
Wood and Paper. Products oocoee Sleo 46.6 64.2 14.8 16.5 14.8 18.1 
Iron and Its ProductS «seccee 175.9 37520 467.0 83.5 118.5 122.5 142.9 
Non-ferrous Metal Products «+. $1.1 65.8 84.1 17-65 2069 2005 2508 
Non-metallic Mineral Products . 104.7 22400 27408 5466 5669 7904 8509 
Chemicals and foe? Products ry PY kee 85-6 19.9 PPLE 19.1 22.5 
iis cell aneous! Cecevereovreces 54.8 167.4 102.6 19.0 24.2 26.5 S22 
TOTAL cecececsecececeecceee 49066 1,202.4 1,405.3 285.5 554.7 $51.5 45545 


(1) The above figures have not been adjusted for balance of paywents purposes. In- 
cluded, therefore, in the miscellaneous groups are war Materials and other non- 
commercial imports not purchased by Canada. 


NeBe Due to rounding of monthly figures totals by quarters do not in every case 
add to exact annual total. 


As the accompanying analysis of imports shows, increases from 1945 to 1946 
were general and the values in the latter year were at least double and sometimes 
three or four times the prewar levels, the total of imports being not far from three 
times the 1937 totel. While a considerable part of the increase during the decade 
is due to higher prices, quantities of imports in 1946 were generally much heavier 
than in 1937. In the case of some consumers goods the increase in quantity has been 
manifold, as the United States has become an important source of supply. To a large 
extent Canadian consumption of consumer goods is reflected in the groups of agricul- 
tural and animal products, and textiles. Both finished goods, and materials like 
raw cotton and cotton yarns, and fabrics for production of consumer goods in Canada 
enter into these imports. The important groups, iron and products and non-ferrous 
metals, generally reflect direct and indirect imports of durable goods. Agricul- 
tural implements and other machinery for productive purposes in Canada constitute 
important parts of the increase. Industrial materials, like primary steel, are also 
important constituents of these groups. Imports of automobiles and parts and other 
durable goods like electrical apparatus make up another important share of the 
durable goods imports. Many Canadian industries producing durable goods are sub- 
gidieries of United States companies and there are close industrial relationships 
between Canada and the United States resulting, many of the parts and materials 
coming from related suppliers in the United States. In this class of production 
there is an appreciable amount of United States dollar content arising from Canadian 
exports of durable goods to overseas countries. The other principal elements in 
Canadian imports are made up of the groups, non-metallic mineral products, com- 
prising for the most part fuels like coal and petroleum and their products, and 
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chemicals and allied products entering into a great many branches of industrial pro- 
duction. The miscellaneous group includes a variety of manufactured goods and some 
non-commercial imports. 


Other current Canadian expenditures in the United States were for freight 
and shipping services, interest and dividends, travel and miscellaneous services and 
remittances. Each of these groups of expenditures .resulted in net payments by ! 
Canada with the exception of travel expenditures which although at a record level ; 
were again exceeded by substantial receipts from American tourists. 


The balance of payments of $66 million on freight and shipping account was 
higher than in 1945 but less than wartime peaks when ocean transportation costs were 
higher. The increase in net payments from 1945 was mainly due to reduced receipts 
from the transportation of exports to the United States and from transportation 
services for the United States government in Canada, total payments to the United 
States being slightly lower. The latter decline arose from a decline in ocean ship- 
ping costs, from reduced freight in the United States on Canadian exports shipped to 
the sterling area through the United States, and from the revaluation of the Canadian 
dollar, aithough the United States dollar cost of rail freight was higher in 1946 
because of the large volume of imports and some increases in United States railway 
rates during the last half of the year. 


Payments of interest and dividends to the United States of $250 million 
were the highest yet reached. Net payments of $204 million compare with $150 million 
in 1945 and an earlier peak of $204 miliion in 1940. Canadian receipts of income 
from the United States of $46 million were higher than in earlier years with the 
result that the previous peak of net payments was not exceeded. Income payments 
were divided between interest on bonds and debentures of $101 million, and dividends 
of $149 million, after tax. Interest payments have been rising in recent years asa 
result of the increases in United States holdings of Canadian bonds even though 
interest rates have been declining through refinancing and redemptions of high coupon 
issues. The Canadian dollar cost of interest paid in United States dollars in 1946, 
however, was reduced as the result of the revaluation of the Canadian dollar. The 
divicend payments of $149 million to the United States in 1946, after withholding 
taxes, were at a new peak comparing with $386 million in 1945 when payments were 
abnormally low as many companies reinvested considerable amounts of earnings. The 
increase was concentrated in payments by Canadian subsidiaries to parent companies } 
in the United States. The source of the large dividend payments in 1946, therefore, 
was different from earlier periods of heavier dividends. A larger proportion in [ 
1946 represented inter-company payments, whereas in earlier periods payments by : 
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public companies, particularly mining companies, were relatively more important. As | 
well as reflecting earnings in 1946, heavier payments in the last half of 1946 by 
subsidisries of United States companies represented, in many instances, withdrawals f 
income from the United States took place in income from United States subsidiaries 

of Canadian companies as there was a slight decline in dividends received from 

publicly owned United States companies arising from the reductions in Canadian 

holdings of these issues in recent years. Some miscellaneous payments and receipts 

of income are included in the items “ail other current receipts and payments". 

Payments of miscellaneous income were somewhat higher on balance in 1946 than in the 
previous year, partly because of withdrawals of accumulated earnings. 


Ali other payments by Canada for current purposes almost doubled in 1946, 
while miscellaneous current receipts were slightly lover. Consequently there was 


of earnings accumulated in earlier years. The slight rise in Canadian receipts of 
a balance of payments of $82 million in 1946 compared with net receipts of $41 million 
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in 1945 and net payments of $37 million in 1957. Part of the change arises from 
different abnormal government expenditures included. In 1945 there were appreciable 
receipts from United States government expenditures on defence in Canada, whereas in 
1946 these were small. But, on the other hand, the Canadian government made payments 
with a value of approximately $21 million (Canadian funds) to the United States 
Treasury in 1946 to cover the purchase of immovable assets left by the United States 
government in Canada, and certain military equipment. Almost every other type of 
current payment to the United States was also higher in 1946. Larger payments for 
business services of various kinds and for entertainment services, heavier personal 
remittances, and larger withdrawals of miscellaneous income not included in the 
‘interest and dividend item, all contributed to the growth in current payments. In 
addition there were unilateral payments of $51 million, which were almost double the 
1945 figure, connected with inheritances, and emigrants funds arising from a larger 
movement of residents of Canada to the United States. 


Although receipts from exports to the United States declined from $1,134 
million in 1945 to $948 miliion in 1946 this was due to the decline in the sales of 
munitions and grain. Receipts of U.S. dollars by War Supplies Ltd. from the sale of 
munitions included in the total were about $55 million (Canadian funds) in 1946 com- 
pared with close to $200 million in 1945. Most of the funds received in the latter 
year were from exports shipped earlier, munition shipments in 1946 being negligible. 
Other exports were considerably higher, however, chiefly because of the marked in- 
crease in exports of wood products which grew from $529.5 million to $447.3 million 
jn 1946. Increases in the volume and price of newsprint, pulp and lumber all contri- 
buted to this increase which was most marked in the latter months of the year. Ex- 
ports of non-ferrous metal and animal products, like fish and furs, also continued 
to be important contributors of United States exchange, although they were generally 
lower than in 1945. Exports of non-metallic minerals were slightly higher, and ex-~ 
ports of chemicals continued to be much more substantial than before the war although 

less than during the war when many of these products were sold by War Supplies Ltd. 


EXPORTS OF CANADIAN PRODUCE TO THE UNITED STATES 
(Millions of dollars) 


1937 1946 

Agricultural and Vegetable Products ove 59.7 104.9 
Animal and Animal Products wb eae bse foi bare 48.8 99.0 
Fibres, Textiles and Textile Products .. Rel 10.5 
Wood, Wood Products and Paper = -+eereres 179.5 447.8 
Iron and Its Products elointai's stele bie sain cele 70 52.0 
Non-ferrous Metals and Their Products «. 44.7 98.6 
Non-metallic Minerals and Their Products. 19.4 56.5 
Chemicals and Allied ProductS © seeserseess G27 50.0 
Miscellaneous Commodities dt Geafein sie © 9.9 20.1 
4 TOTAL Bee lcita tard ere cre bla wtete execs eveteeleie (ere stele wrere $81.4 SIVee 
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NeBe Above data exclude foreign produce and with the exception of 
adjustments for sales of grain, the figures are not adjusted 
for balance of payments purposes. 


Net exports of non-monetary gold in 1946 had about the same Canadian dollar 
value of $96 million as in 1945. This figure corresponds closely to the value of 
current production in Canada less gold used for commercial purposes. The total is 

 dncluded in the current account with the United States as the newly-mined gold re- 
_ a current source of convertible exchange or assets even though it may not 
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all have been sold in the United States. Any of the gold which increases Canada's 
official stocks is offset in the capital account by an entry covering the change in 
gold holdings. While Canadian gold production rose moderately in 1946 the Canadian 
dollar value for the year was not much different because of the revaluation of the 
Canadian dollar. Shortages of labour prevented any substantial rise in gold production 


Expenditures on travel between Canada and the United States reached new peaks 
in 1946 but the rise in American expenditures in Canada was offset by a rise of corres- 
ponding size in Canadian expenditures in the United States, with the result that . 
estimated net receipts of $33 million were close to net receipts in 1945. United 
States expenditures on travel in Canada rose from $163 million in 1945 to $214 million 
in 1946, but Canadian expenditures in the United States rose from $31 million to 
$151 million. Influencing the expenditures in both directions were high levels of 
incomes and greater freedom of transportation after the period of wartime restraints 
and restrictions. Much of the increase in United States travel to Canada occurred 
in the automobile traffic which returned to a volume greater than before the war. 
Travel by air, bus and boat also increased notably, the only decline being in rail 
travel which,however,still continued much higher than prewar. The number of longer- 
term tourists to Canada was higher taan prewar, considerably exceeding 5,000,000 
persons. In addition there were many millions of local short-term visitors from the 
United States. The average expenditures of travellers in bota directions were higher 
than in earlier years reflecting higher incomes, and, particularly in the case of 
Canadian expenditures in the United States, a growing availability of merchandise. 

Per capita expenditures of Canadians on travel in the United States continued to be 
much greater than corresponding American expenditures in Canada, as in the case of 
comuodi ty transactions between the two countries. Canadians spend over $10 per capita 
on travel in United States in comparison with per capita American expenditures of 
around $1.50 in Canada. 


CONVERTIBLE EXCHANGE FROM OTHER FOREIGN COUNTRIES 


Foreign overseas countries have customarily been an important source of 
supply of convertible exchange needed in settling Canada's accounts with the United 
States. The major part of tne large export balance with this group of countries in 
1946, however, was financed by export credits of about $210 million as described 
further below. The remaining transactions, including inland freight and shipping 
revenue and income from investments, resulted in a credit balance of $87 million. 
Contributing to this source of convertible exchange were transfers of free U.S. 
dollars by UNRRA of about $55 million (Canadian funds) to cover expenditures in 
Canada, U.S. dollars received from borrowing governments under the terms of the ex- 
port credit loans, and from private trade with these countries aggregating about 
$60 million, plus a small balance of receipts from other countries with convertible 
exchange. The net receipts of dollars from borrowing countries are less than the 
gross receipts noted above because of Canadian expenditures of convertible exchange 
in the borrowing countries which included about $22 million on imports and smaller é 
amounts for income payments on private investment in Canada owmed in these countries. 
While Canadian commodity trade with Latin America resulted in a deficit of about ' 
$15 million there were export balances with some ether foreign countries in Asia, 
Africa and Europe which more than offset this commodity deficit. In addition there 
were some receipts for inland freight and shipping services over and above any small 
Canadian payments to these countries for shipping services. There were also some 
receipts of income from Canadian investments in Latin America. Travel between 
Canada and this group of countries was small in 1946, transactions being largely 
offsetting, and other exchanges of services including costs of government represen- 
tation were relatively small. Tnere were, however, substantial personal and benevolent 
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remittances to some European and Asiatic countries. 


It is notable that net receipts of convertible exchange of $87 million are 

of comparable size to net receipts from current trade with other foreign countries 
before the war when credit balances ranged from $98 million in 1957 to $66 million in 
1939. The principal contrast in the recent situation lies in the size of the balance 
of convertible income in 1946 in relation to the larger total of exports to the area 
financed on credit from the Canadian government and in the much larger deficit which 
Canada now has with the United States, giving rise to the need for convertible income 
from elsewhere, and in part the result of the heavy exports from Canada which are made 
possible by government credits. 


EXPORT CREDITS AND OFFICIAL CONTRIBUTIONS OF RELIEF 


The net amount of export credits extended to foreign countries in 1946 
amounted to about $209.7 miliion compared with $104.5 million in 1945. Actual draw- 
ings under the Export Credits Insurance Act, Part II were greater than tais in 1946 
since some of the funds drawn were used to repay interim advances obtained in 1945. 
Most of the net export credits were spent on goods actually exported during 1946 al- 
though a minor part of the funds were spent on transportation and other services, and 
payments for goods under production which will eventually be exported. 


i The amount of export credit loans already authorized but not drawn by Decem- 
ber 31, 1946 amounted to about #239 million. This is exclusive of the $105.5 million 
‘of the potential total of $750 million of credit which was still unallocated at the 
end of 1946. 


NET LOANS AND ADVANCES TO FOREIGN GOVERNMENTS 


eS ee 


(Millions of Cdn, dollars) 


1945 1946 _ 
Belgium he Peed cess ona se Fes sa shue es 22.9 50.1 
TISELE Vigra old Sleveliele She owes pele see S elee ee He's - 16.5 
Czechoslovakia  cocesssseesesnosen0000 0.7 Sek 
France aie, Wake eateieie Wes ss 6 pial hale ars eel a 54.9 108.9 
Netherlands Me AO anes Fie O's prin ae Wel Ws SNe 29.38 5462 
Netaerlands Indies iiss Viale a ested No 0.6 4.8 
NOYWAY = sve coecrcccceverccccresveerers Bek LO.2 
ie) Se er a i ee ae _ 969 Leo 
TOTAL SHUN eae er 104. 209.7 


x Exclusive of repayments 9f $5.0 million received in 1946 on the 
#10 million wheat loan, but including interim advances of $8.3 
million. en? 


In addition to the exports paid for out of loans from the Dominion Govern— 
ment there were exports to European countries and China which were financed out of 
the Canadian government contribution to UNRRA. Goods exported during 1946 only 
‘amounted to a minor part of the total Canadian contribution of $154 million since 
there were appreciable exports in 1945 and at the end of 1946 tuere remained some 
funds-to. be spent on shipments after that date. Exports from the Canadian contri- 
bution in 1946 are provisionally estimated at about $63 million, including some ex- 
penditures on freight. There were shipments to such destinations as Austria, China, 
Czechoslovakia, Greece, Italy, Poland, the U.S.5R. and Yugoslavia. In addition to 


mt hee 


the UNRRA relief there was military relief covered by Canadian government expenditures 
of $14.2 million in 194€ and Mutual Aid to foreign countries of $19.4 million. While 
some of the commodities financed by these latter two measures were exported earlier 
than in 1946 the amounts are included in the 1946 statement because of the financing 
which occurred in that year. Not included in the statistics of official contributions 
of relief or the balance of payments are substantial private shipments of goods to 
overseas countries from Canada as gifts or for relief purposes. Total recorded gifts 
and donations covered in Canadian export statistics had a value of $30 million in 
1946. This is exciusive of small individual shipments. A minor part of this total, 
however, is included in the amount of UNRRA shipments referred to above. 


POSTWAR LOANS AND ADVANCES TO OTHER COUNTRIES 
BY THE CANADIAN GOVERNMENT, AS AT DEC. 41, 1946 


(Millions of Cdn. dollars) 


Export Credit Net Amounts Amounts Not 
Loans Drawn to (1) Drawn by 
Autoorized Dec.51,1946 Dec.31,1946 


es 


Ae Export Credits - 


BOLUM 6 We s.s'e re tenia wie e siete 100.0 0206 47.4 
China Strid ciao n elas Metsia a ohate 60.0 16.5 435.5 
Czechoslovakia sata aleve were 19.0 509 ded 
France aleve shane @ievaatnte wistalers e42.0 143.8 98.7 
Netherlands aie setermlacs #tiie a 125.0 64.0 61.0 
Netherlands Indies aternrare 15.0 5.4 9.6 
NOUWAY 9 Beckec scenes aactes 50.0 16.4 15.6 
UceSedeRe sibl ois ivleteliclie (overs eters 5.0 Leer O.1 
Total Allocated Ole .e shapers 594.5 614.3 239.0 
Be Loan to United Kingdom  .....6.. 1,250.0 540.9 710.0 
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(1) Including Interim Advances of $14.9 mm outstanding December 51, 1946, of which 
Belgium received $1.5 mm, Netherlands $3.5 mm and the U.S.S.R. $8.8 mm. 


OTHER LOANS TO OTHER COUNTRIES 
OUTSTANDING, DEC. $1, 1946 


— 


(ldillions of Cdn. dollars) 


Loan of $700 million to United Kingdom in 1942 ....... 471.9 
Wheat Loan to U.S.S.R. eels Wa.S wala Neb aaee ne eee etitek Gon 5.0 
Loans made after War of 1914-1918 - 
Greece ig eS wt w-0R wear bie wa ee wee eee nls OY eee 6.5 
Rounania 46. erels ele wrslelerciale ehereleherarele sic alelevatn atone 24.35 


CAPITAL MOVEMENTS BETWEEN CANADA AND 
___THE UNITED STATES DOLLAR AREA 


Tne larger part of the current deficit with the United States in 1946 was 
financed by capital movements inciluaing the reduction in Canadian official reserves. 
The deficit of $6035 million was financed as follows; 
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Gold purchased from the United Kingdom .cseescecceeeecees $150 mm Cdn. 
Net Current Receipts from Other Countries Lessee dee cebu? Se Oy MeroCUirs 
Reduction in Official Reserves Gcaleleue Wie dubs stbre s'0's die ¥is-deteie « 263 mn UeS- 
Balance - Other Capital Inflows (Including exchange 

Boe GACATEh! “anita wha Cah eae he 103 mm Cdn. 


_% 608 mm Cdn. 


Gold and U.S. dollars from the United Kingdom and other foreign countries 
were $150 million and $37 million, respectively, in terms of Canadian dollars. The 
remaining amount, $566 million, was financed by transactions on capital account. 
The decline in official hard currency reserves was $265 million U.S., leaving the 
Canadian holdings of gold and U.S. dollars at the end of 1946 close to $lq billion. 
Net receipts from other capital transactions were $105 million expressed in terms 
of Canadian dollars and including some exchange adjustments. 


The figure of other capital transactions is the net inflow arising from a 
great variety of capital transactions in both directions. Transactions in Canadian 
securities, in contrast to earlier years, led to a net outflow of funds with the 
United States dollar value of $32 miliion or the Canadian equivalent of $28 million, 
as redemptions of the issues were greater than saies of outstanding Canadian securi- 
ties to the United States dollar area. Redemptions reached a new record size as some 
large issues were called for redemption in addition to the number of issues which 
matured in 1946. Among the redemptions were Dominion of Canada issues wita a par 
‘value of $115 million redemmed in January and a Canadian National Railway issue of 
about $24 million redeemed in July» A number of other issues called during the year 
were refinanced by new issues sold in the United States, particularly in the railway 
‘and public utility fields. The total of all new issues sold in the United States 
had a Canadian dollar equivalent of about $198 million if some substantial issues 
laced privately in the United States are included along with public floatations there. 
The total amount of Canadian issues retired in 1946 which were owned in the United 
States or elsewhere in the U.S. dollar area aggregated $4535 million Cdn. The net 
retirements after deductions of the new issues in the United States amounted to 
$255 million, an amount which is much larger than in any earlier year, comparing 
with around $130 million in each of 1955 and 1956, an: $162 million in 1943. Sales 
of outstanding Canadian securities to the U.S. dollar area of $227 million were 
unusually large, although less than the totals iv the peax years 1945 and 1945 of 
$300 and $254 million, respectively. The heavy United Staves demand for Canadian 
securities was largely concentrated in the first half of the year before the re- 
valuation of the Canadian dollar and during which period there was a wider variation 
between the higher yield on Canadian bonds compared with that on United States bonds 
than existed in that latter part of the year. Sales of Canadian bonds made up most 
of the total net sales. Sules of direct domestic issues of the Dominion government, 
and corporation issues constituted the largest part of the capital inflow although 
there were also some appreciable sales of provincial issues and some sales of muni- 
cipals and Dominion guarantees. There were net sales of Canaaian stocks as well, 
but large repurchases in connection with exchanges of securities offset most of the 
sales. 


The transactions in Canadian securities in 1946 do not point to any very 
significant change in the total of holdings of Canaaian bonds in the United States 
which at the end of 1945 had a par value estimated at $2,557 million out of total 
Unitea States investments in Canada at that time of $4,982 million. 


Transactions in United States and foreign securities yielded Unitea States 
ollars with a Canadian dollar value of about $64 miilion. Most of this, $52 million, 
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represents U.S. dollars received from sales and redemptions of United States securitie: 
The total is larger than in any earlier year with the exception of 1945. The figure 
does not reflect the change in Canadian holdings of United States securities in 1946, 
however, as there were also appreciable purchases of United States securities in con- 
nections with exchanges of securities. The reduction in private Canadian holdings of 
United States securities was consequently much less than the above figures suggest. 


Other private capital movements during the year reduced Cenadian assets 
abroad by $15 million on balance. This change arose from net liquidations of other 
forms of assets than securities, as liquidations of assets exceeded capital outflows 
permitted for direct investments by Canadian businesses abroad, and the first sub- G 
scription of about $6 million in United States currency by Canada to the capital of ‘. 
the International Bank, ~ the two principal forms of capital outflow in 1946 other : 
than redemptions of securities. There was alse increases in Canadian liabilities 
abroad arising from such capital inflews as funds fer American direct investments in 
branches and subsidiaries in Canaaa, and for deposit in bank accounts in Canada. . 
Increases in liabilities other than from security transactions had a UeS. dollar ] 
value of $61 million on balance. Exchange adjustments included in the figure of ¥ 
capital transactions arise from the necessity of converting all capital transactions . 
to a ccmmon currency. These include the conversion of the change in official reserves — 
to the Canadian doller equivalent during the period of the year up to July when the + 
Change in the exchange rate occurred and the conversion of other capital transactions 7 
which took place in U.S. dollars in the earlier part of the year. In the capital 
account between Canada and all Non-Empire countries there are included some capital 
entries between Canada and other foreign countries in addition to those affecting 
Canada's doller position already described above. These transactions, including some 
entries adjusting exchange transactions, were mainly offsetting. 


As a result of capital movements during the year the balence of Canadian in- 
debtedness to the United States which at the end of 1945 was less than $3 billion was 
considerably more than $3 billion by the end of 1946, although Canada's investment 


position with respect to other foreign overseas countries is now that-of a creditor, 
assets in that area exceeding liabilities by several hundred millions of dollars. 


STATISTICAL NOTES 


Currency Areas 


In statements for the period of exchange control, 1989 to 1946, the tables 
for Empire countries include transactions with the whole sterling area, and tables 
for Non=-Empire countries cover ail transactions with the non—sterling area. The 
latter statements, consequently, include transactions in Canadian dollers and other 
currencies with the United States doller area, as well as transactions in United 
States dollers. Exports financed by Mutual Aid, UNRRA and other official gifts, and 
by export credits and other advances in Canadian dollars are included in the state- 
ments with Non-Empire countries. These official transactions are offset by debit 
entries shovm separately in the statements outside of the current account. Similarly, 
there are some relatively small debit entries in the current account with Non~Fmpire 
countries which represent mainly personal. remittances which are not made in United 
States dollars or related currencies. These debits are offset by adjusting credits 
in the capital account with Non-Empire countries, there also being adjusting debits 
in the capital account with Empire countries. 


_ of 


“Merchancise Trade 


| While export and import statistics are the principal source used for this item, 
they have been adjusted to bring them more into conformity with payments in the two 
“currency areas into which the balance of payments statements are divided, 


i During the period when cata on international payments for war supplies through 
officiel channels were available, these have been substituted for the value of goods 
exported. Thus, in the years 1941 to 194¢, British payments through officiel channels 
for war supplies and food, and payments by the United States government for war 
“supplies and metals exported under the Hyde Park Agreement have been entered as credits 
-ain the merchandise account rather than the value of the goocs exported. Similarly, 
from 1943 to 1946, the expenditures from the Mutuek Aid Appropriation on account of 
“the varicus countries are reflected rather than the commodities exported. Since war 
Supplies purchased by the British and United States governments have been shipped to 
Various destinations, this substitution of financial data on payments for the value of 
goods shipped has been a major adjustment necessary in the construction of balence of 
'peyments statements with the two curreney areas for the years from 1941 to 1946. The 
figures in the merchandise item of the tables are accerdingly indicative of inter- 
“mational payments rather than of shipments ef goods to the various countries and areas. 
| Exports are also adjusted on account of wheat and other gruin movements for storage. 
Adjustments have aiso been made for diversions of gruin throughout the period 1926 to 
1946. In the years from 1926 to 1950, these adjustments were particularly substential 
when large amounts of wheat originally recorded as exported to the United Kingdom were 
eventually sold in Continental Europe. The adjustments made take the form of deductions 
from recorded exports to the United Kingdom ena additions te recorded exports to other 
eountries. During the war, trade between Canacs. and Newfoundland has been excluded and 
“shipments of merchandise on Canadian account, such as equipment and supplies for the 
Ganadien forces overseas, Red Cross supplies end private gifts, have also been deducted 
from the exports as no foreign exchange accrues from these transactions. 


Imports of merchandise into Canada for the account of British or Aliied Govern- 
ments have also been deducted from the trade figures. ,These deductions cover such 
imports as goods which the British Government shipped to Canada as part of its contri- 
bution to the Combined Air Training Organization and equipment and supplies for the 
R.A.F. Special Schools in Canada before their absorption into the Combined Organization. 
Imports from the United States which have been de ueted, are principally made up of 
Bircraft, aircraft engines and parts and other uiiitary equipment, and materials for 
British or Allied organizations in Canada which are not paid for by Canada. Imports 
are adjusted for warehousing and for over-valuation. From 1945 to 1945, payments 

made on account by the Canadian government for military equipment and supplies pur- 
chased in the United States under the "Canpay" procedure are reflected in the item of 
imports from the United States rather than the goods imported during the period. Under 
this procedure, certain goods were purchased from the government of the United States 
throvgh the Office of Lend Lease Administration fer reasons of procurement and priority. 
in 1945 and 1946 military equipment returned from the United Kingdom by the Canadian 
armed services has been deducted from importse 


§ As a result of these adjustments, the merchandise item is more representative 
of the international payments made between Canada and the various countries and areas 
shovn, particularly during the wartime years. There is still, however, the possibility 
of divergencies between the time of payment and the time of import or export in the 

arge volume of trade which continues to flow through private channels although some 
adjustments for these in the case of intra-company transactions appears elsewhere in 
the balance of payments. 


ee 


Notes on the composition and statistical treatment of other items in the 
current account appear in the Statistical Notes appearing on pages 25 to 28 of the 
report on the Canadian Balance of International Payments, 1926 - 1945, and in 
earlier reports on the balance of payments published by the Dominion Bureau of 
Statistics. 


Net Exports of Non~Monetary Gold 
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This item is the value of "Net Exports of Non-Monetery Gold" as computed 
by the Bank of Canada and explained on page 152 of the September, 1749, Bank of 
Canada Statistical Summary. The figures correspond roughly to the value of current 
production in Canaaa. The total net exports have been shown in the current account 
with the United States although in the pre-war period, for instance, there were 
some exports of gold coin to overseas countries arising out of temporary market con- 
ditions in which there was a premium on the price of foreign gold coins. One reason 
for the procedure followed of showing all non-monetary gold in the current account 
with the United States was to show a current account with the United Kingdom in these 
years which is more representative of the more normal commercial trade between Canada 
ana the United Kingdom than is the case when exports of gold coin are included. At 
the same time, the United States has been the principal market for the world's gold 
procuctione Then, too, as gold is interchangeable with United States dollars, gold 
along with holdings of United States dollars has constituted Canada's liquid reserve 
of convertible excrange during the war and postwar years, changes in which are en- 
tered in the capital account. 


Interest and Dividends on Securities 


a 


. This item is limited to interest on bonds and debentures and divicends paid 
on stock. The earnings of externally-owned concerns which are reinvested in Canada 
are not included. Some remittances of income on investments other than securities, 
for which data are available for the period from 1240 to 1£46 for the first time, 
have been included in the item "All Other Current Transactious". Estimates of these 
miscellaneous income items have been included in the latter item for the pre-war 
years as well. 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
Table I - Current Account Between Canaaa and All. Countries, 1926-1946 
(Millions of dollars) 


Mutual Aid and Net Balance on Current 
Current Current Net Balance Other Official Account Excluding 


Year Receipts Expendi- On Current © Contribution in Mutual Aia and 
tures Account Current Account Official Contributions 

1926 eee 1,665 1,538 GA eomware - +a et 
1928 ee cS 1,820 ~ 52 ~ - 32 
1930 esi iby eee 1,654 = § 657 ~ — 537 
4931 re Die 1,146 - 174 ~ - 174 
1952 ose 808 904 - 96 - - 96 
1954 save 1,020 952 f 68 _ + 68 
1935 oes 1,145 1,020 tie LES = +> 22 
‘1936 sae 1,450 1,186 + 244 - + 244 
957 eee 1,593 15413 >) +180 - Trou 
1933 pals 1,361 Ue zouk +7 100 ~ + 1100 
1939 wiats 1,457 1,581 = aaa 24 5) _ i iteo 
(1940 Seis 15276 LsSo0 + — 149 - + (149 
1941 ose 2,458 Ls267 a) 2s - + 491 
1942 ces 3,376 2,275 Fig tOL + 1,002 +7799 
1945 es 4,064 2,858 = id hr BL, +) 1018 + 688 
1944 stots 4,557 $3069 +e OLS + 960 + ; 58 
1945 ees 4,640 2,912 Pes lao + 1,041 + 1652 
1946(4)... 5,541 25885 + 458 + eLO7 + S51 
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Table II — Geographical Distributien of the Balance on Current Account 
_Between Canada end Other Countries, 1926-1946. 


; Net Receipts or Credits (+); {lo Payments or Debits (~-) 
“ (Millions of dollars) 
INS United (1) Other Overseas\*) United 5) 
grear Countries Kingdom _ Countries States As 
ae SANE. + 5a + 00 483): 
eee = Py De: eh + 853 - 349 
1950 220992 Sex 507 men LOS + JUSS ce 544 
MS | we. a's STA = ae + 85 = ‘205 
1952 ov 2790 — 96 = 14 =e 86 eae 168 
954 eer 202 + 68 + 45 + 102 =— 80 
1956 eoere8d ar 244 ae Tye + eo — 1 
1957 e@nvese 45 180 aF LSS a Lee = AL 
m1939 eteisie + 126 pe CS + 105 - 116 
1940 eared ar 149 + 545 ae 98 a 292 
Cer + 1,101 +1, 225 P+ 356 ~ p80 
1945 eaene0 + £206 +1.,149 + 76 fron =! 19 
51944 Sieneis Tid. OLo + 746 + 241 a ou 
1945 nls eae hs (eo + 928 +, 765 +) ro 
$1946(4)..... + 458 + 495 + 566 - 603 


a a ere 


et ne ee 


as et ee 


(1) Excl. wheat exports diverted %o other overseas countries, and exports of gold. 
(2) Incl. estimated wheat sold in European Countries. 

(5) Incl. ali net exports of non-monetary gold. 

(4) Preliminary. 
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eT sc a'seccce 87 18 16 2 69 65 4 
SD oc ce nce 86 tuys 15 2 69 66 3° 
19893 eecvecece 81 13 Ly "3 68 67 a 
es ciciiie es 43 3 2 uk 40 40 (2) 
MEL © bee tincccs Pik 35 2 ry 18 18 (2) 
a 26 2 2 (2) 24 24 (2) 
ae 56 2 2 (2) 34 34 (2) 
MAA: we csadene 59 2 2 (2) 57 57 (2) 
ees Oiiexe es 85 2 2 (2) 81 81 (2) 
1946 eae arate oe 135 Fo) a 1 132 131 1 
Net Credits (+) or 
Net Debits (-) 
1937 sence ceee yeatk, - 6 - § - 1 + 85 + 84 at ee 
MEU OG = sea vcevee + 63 oie! - 7 ~ +0 + 68 tee. 
1939 winaers-e 6:6 + 68 - 4 - 4 - te he Ar ear ae 
| OS e septirgrsrs + 61 + 3 + - + 58 + 58 = 
MEMIEL Eh) “sie o.c/s10 o- « + 90 - ~ - ne ee.) roo cafe 
BOGS tcc ccsnce + 55 ~ - - + 55 + 55 -— 
194% o.@ e)anens bee + 52 =< aL - il - + 53 + 53 - 
1944 e@eoeveeeee + 60 ae ag = + 60 + 60 i. 
1945 TAR womees + 82 - - oe Cpate - 
BT oy sapere eee + 84 +1 + 1 - + 83 + 83 2 


{ 


aye? 


(Millions of Canadian dollars) 


Table XX - Revised Estimates of Tourist Expenditures 
Between Canada and Other Countries, 1957-1946 


— 


(1) Excluding Newfoundlend. 
(2) Less than $500,000. 


Table XAT - Estimatea Distribution. of Interest and Dividend Payments and Receipts 
___ Between Canada and Qther Countries, 1 1937-1946 


a ee eee ee 


Crecits ~ 


a? ae 


ee ee 


-(MiLLons of is ‘Canadien dollars) 


area eer ee Empire a ee NORE ee 
spneenal AYE te tt All (nited _Other United Other 
nterest and Divi- . : nei eA ICTS aS EES ee ie Bes ¥ 
Gends from Invest. Countries «Total Kingdom Countries Total States Countries 
ments abroad a ee ath Lie eames © "Ze eR er im 
LOST Baie Ge se ee ge 76 7 E 5 69 51 58 
1958 wee eacee 66 2 2 5 61 20° (86) 
1939 “eae siase ce a7 S 2 3 Se +e Ee RY £5 
1940  saaee dave be Be 5 2: uF 49 29 20 
L94L eve abecee 60 5 4 L oo 59 16 
1942 sa wiee coe | 67 7 5 e 60 45 Woy 
1945 eae ra 5g 5) 4 I 54 54 20 
1944 saaveens : 71 9 8 i 62 42 20 
L945 nec ceces 76 8 4. 4 68 44 24 
L946 sew wewene 74 9 < 2 65 46 19 
Debits - 
Payments of 
Interest and Divi- 
dends to 
Non-Residents __ | 
LOST — wa wavevce 502 87 85 2 PAR eL1 4. 
LOGS teins Welsee'e 507 85. bl ra eed R18 6%, 
DOSS «onesie Vere eee 506 80 78 @ ee6 220 6. 
1940 evessccce SLE 76 74 é 257 255 | 4. 
LOA] re cecgeese 236 68 66 é els el4 4 
1948 — eeeaveece eve 51 90 ue elo 216 4 
1945 ae vee R61 oe dL ae 209 R05 4 
1944 == eesacievee 264 56 55 us 208 208 hee 
1945 ne eeveeee 205 04 55 a 199 194 5 
1946 wee eee 612 50 54 uf 207 200 7 
Net Credits (+) 
ox Debits (~)_ | 
19357 — wa evscees ~ 226 - 80 ~ 83 + 3 yg L4G. = 150) + 64— 
LIEB nee ee neces - 241 - 78 - 79 ees - 165 -— 193. + 30 
1939 we eevence ~ R49 - 78 - 76 yaaa - 174 - 193 + Toe 
1940 seveacece ~ e6lL - 73 - 7 ~1 ;,5 488 — 204.0 ob. ee 
DET ou a pins alt - 226 - 65 - 6e ee - 165 -175 + 2 
1942. ccccsencs = 205 - 44 - 45 ae - 1569 —~172  . tabs 
EY ged ar eeeirentry: — 202 - 47 - 47 - KOSS se be + 16am 
19463 P08 ss cae yere ~ 198 - 47 - 47 ~ +146 - 161 + LS 
1945 weeeesnce - 177 - 46 - 49 + By) onlev age? sy aen) + 19 . 
1946 — cawsecace - 258 - 46 . - 47 sat ~ 192 - 204. + 125 
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, _ fable XXII - Statistics on Canada's International Investment Position 
: ‘A. Summary - Non-Resident Investments in Canada, 1926-1945 

(Millions of Canadian dollars) 

1926 1930 193% 1939 1945 
‘Held in United Kingdom .... 2,656. 2,766.3 2,682.68 2,475.9 1,766.0 
Held in United States ..... 5,196.3 4,659.5 4,491.7 4,151.4 4,982.0 
Held in Other Countries ... 170.0 188.0 120.0 20660 547.0 
Total - Non-Resident Invest— 
ments in.Ganada ... 6,002.6 7,613 08 7,364.5 6,915.5 7,095.0 
. . 
4 
f Be Summary - Book Value of United States Direct Investments in Canada 
: in Companies Controlled in the United States 
. by Forms of Investment, 1926-1945 
z (llillions of dollars) 
w, 
3 
i 1926 1930 1955 1939 1945 
5 ee ar aig See ere recor eae 
+ Ve 
BCapital Stock .....ss.ee. 1,000.0 1, 52004 e716 1,289.2. 1,609.0 
Bonds eeeoevoevoeoevoeeceeee oe oO @ Wel fle 5560.0. DoGao $05.8 220.0 
Other Investments cenene 214.9 527.0 52504 285.9 401.0 
Totel 2 i eooceoce eevee ee7e208 008 0 1,402.5 1,992.7 1,955.5 1,880.9 2,500.0 


Ce Summary - Canadian Assets Abroad, 1950-1245 
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(gxcluding Investments of Insurance Companies) | 
(Millions of Canadian dollars) 


_1980 1939 1945 
Direct Investments in Businesses Outside of Canada 44% 671 720 
Portfolio Holdings of Foreign Securities  seceres 842 719 621 
Government Credits Perea ares Oren ere  %) Si8i Si 9 Saale Bat aN ae ; 5L ; 707 
Net External Assets of Canadian Banks gd 180 (L)s* Js (1) 
Official Liquid Reserves (2) eoee@sce eoeooee 0 @eeooo0oo0o@ (1) 444 ; Ls 667 
| 1,496 1,865 3,715 

(1) Not available. (2) Tnclading holdings of gold which at the end of 1945. had 


a Genadian dollar value of $588 million. 

N.B.e A more detailed analysis of British and Foreign Investments in Canada and 
Canadian Investments Abroad has been published in the Canadian Balence of 

International Payments, 1926-1945. 
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Table XXTII 


BRITISH AND FOREIGN CAPITAL INVESTED IN CANADA, END OF 1945 © 
Classification b Countries of Origin and b es of Securit 
| (Millions of Dollars) 


United United Other Total 7 
Types of Security States Kingdom Foreign Non-Resident 
an) up (1) (2) Countries Investment _ 


Bonds and Debentures 


Dominion 682 ~ 44 ~ S57 268 
Provincial 574 40 5 619 
Municipal 194 112 6 312 
Steam Railways 495 316 S2 845 
Other Corporations ~ 
controlled in Canada 158 46 16 220 
Other Corporations - 
controlled outside of Canada 254 74 19 347 
Total 2,557 ' 588 dee 3,067 
Capital Stock of Canadian Companies 
Companies controlled in Canada 460 688 96 1,244 
Companies controlled in the 
United States 1,610 57 16 1,683 
Companies controlled in the 
United Kingdom 13 226 2 " 241 
wu vanies controlled in Other 
Foreign Countries ~ - 19 19 
Total 2,083 971 133 5,187 
Qther Corporation Assets 
Companies controlled in Canada 10 3 a 14 
Companies controlled in the 
United States 401 - - 401 
Companies controlled in the 
United Kingdom ~ 119 - 119 
Companies controlled in Other 
Foreign Countries NE ~ ea 23 
Total 412 hee 25) 557 
Miscellaneous Investments 
Real estate, mortgages, assets 
_ administered for non-residents, 
‘investment companies, etc. 130 85 69 284 
Total _ 4,982 1,766 547 7,095 


(1) - (2) Includes some investments held by aominees in the United Kingdom and 
the United States for residents of other countries. 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


The international financial problems which became acute in 1947 are 
illustrated in the statement of the Canadian balance of international payments 
which summarizes Canada's commercial and financial relations with other countries 
during the year. 7. 


Although Canadian exports of goods and services were still greater 
than total imports in Canada's global accounts with all countries in 1947 there 
was a large loss of official reserves of gold and U.S. dollars. This loss arose 
chiefly because of the large amount of exports to the United Kingdom and other 
overseas countries financed by loans and export credits from the Canadian govern= 
ment at a time when there was a greatly enlarged current deficit with the United 
States. The surplus of credits on current account with all countries, excluding 
contributions of official relief of $38 million, was $47 million, but no con= 
vertible exchange was received from exports to overseas countries financed by 
export credits amounting to $563 million. In addition there were net outflows of 
capital of $154 million, mainly for the redemption of Canadian securities owned 
abroad which also lead to drawings upon Canada's official reserves, as well as the 
gold subscriptions of $74 million by Canada to the International Monetary Fund. 
These combined factors led to a loss of official reserves of $743 million during 
the year. 


The principal changes which took place in 1947 in comparison with 
1946, when there was a much smaller loss of official reserves, were the reduction 
in the current account surplus to $47 million from the surplus of $357 million in 
1946 and a widening of the gaps in both the accounts with the United States and 
with overseas countries. The amount of disequilibrium in Canada's account with 
the United States was greater than ever before while in the accounts with over- 
seas countries the credit balances were exceeded only by the balances in certain 


wartime years. The greatest change occurred in the growth in Canada's current 


deficit with the United States, the gap between receipts and expenditures in- 
creasing from $613 million in 1946 to $1,158 million in 1947. At the same time 
the current surplus with overseas countries increased from $970 million to $1,165 
million, of which export credits and loans by the Canadian government financed 
#563 million. The corresponding financial aid from Canada in 1946 was $750 
million. Finally, other capital movements were outward in 1947 in contrast to 
inward movements in 1946. 
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SUMMARY OF CANADA'S INTERNATIONAL ACCOUNTS CALENDAR YEAR - 1947 
(Millions of dollars) 


United Other 
All Kingdom & Overseas United 
Countries « Area Countries States 
Current Account 
Current Balance (Including Officiai 
Relief) + 85 +872 +351 -1,138 
Contributions of Official Relief =- 38 “ - 38 - 
Current Balances (Excluding Official 
Re lief ) + 47 +872 +313 -1,138 
Capital Account 
Loan to the U.K. and Net Export Credits 563 =423 -140 - 
Other Capital Movements (2) ~154 + 53 - 44 - 16341) 
Gold Subscription to International 
Monetary Fund = 74 - = - 74(4) 
Net Receipts of Convertible exchange 
from overseas countries - =505 =133 + 638 
Balancing item (3) » a + 3 + 4 - 6 
Decline in Official Liquid Reserves +} +743 ~ ” + 743 
- 47 -872 -313 +1,138 


(1) Including some capital transactions on account of other overseas countries. 

(2) Including currency adjustments. 

(3) The balancing item reflects errors and omissions. 

(4) Although it does not represent a transaction with the United States, the Gold 
Subscription to the International Monetary Fund is included in the United 
States account, for brevity, as it was made in gold and consequently reduced 
official reserves. 

N.B. In the capital account a minus sign designates an outflow of capital, or purchase 
of convertible exchange. 


The reduced size of Canada's current surplus with all countries in 
1947 resulted from the relatively small growth in current receipts (about 11%) 
compared with the more substantial growth (about 25%) in current expenditures 
abroad. The growth in imports was of basic importance in the transition in 
Canada's international accounts during the year. While ilgher prices for both 
exports and imports account for some of the increased value of commodity trade, 
there was also an appreciable growth in the volume of imports which was widely 
distributed as to types of commodities. This growth was affected by improving 
supplies of commodities in the United States as well as by the unprecedented 
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heavy Canadian demands for imports arising from the record levels of Canadian 
consumption and private investment, the gross national expenditure of Canada of 
$13.1 billion being 12% higher than in 1946. The aggregate volume of Canadian 
exports on the other hand does not appear to have been greatly different in the 
two years 1946 and 1947, although the composition showed some changes. The 
volume of Canadian exports in 1947 was affected by the size of agricultural crops 
which were below average, but some groups of exports, notably wood products, 
showed material increases. The total value of exports in 1947 was affected of 
course by contracts with the United Kingdom which in some instances were at 
prices less than those prevailing elsewhere in 1947. 


Changes in International Investment Position 


o> St ine Oot ia eee eel 


£ Although the change in Canada’s net investment position during 1947 
was small there were substantial changes in the form of Canadeé’s foreign assets 
and consequently upon Canada's position with respect to different countries and 
currencies. Liquid reserves of gold and U.S. dollars declined by $743 million 

to a total of $502 million at the end of 1947, while the indebtedness of over- 
seas governments to Canada increased substantially by a net amount of $454 million. 
Accordingly Canada’s net investment position with overseas countries improved 
while Canada's net indebtedness with respect te the U.S. dollar area increased. 
But an important part of reduction in liquid reserves accompanied redemptions of 
Canadian securities owned abroad, particularly in the United States, and there 
was the gold subscription of $74 million to the International Monetary Fund. 

The change in net indebtedness to the U.S. dollar area from transactions recorded 
in the balance of payments statement was about one-half a billion dollars, or 
considerably less than the drop in official reserves. Other changes in Canada's 
investment position, not recorded in the balance of payments statement, arise 
from such factors as re-investments of earnings and other changes in the value of 
investments. 


On the basis of capital movements during 1947 it would appear that 
the balance of indebtedness to all countries at the end of 1947 was of comparable 
size to the net indebtedness of Canada to all other countries of around $3.8 
billion at the end of 1946. All of the factors affecting the value of private 
investments at the end of 1947 cannot be measured until later in the year however. 
At the end of 1946 externally owned investments of long term capital in Canada 
totalled about $7,130 million, around $5,135 million being investments held in 
the United States, about $1,645 million in the United Kingdom, and $350 million 
in other countries. Gross liabilities aggregated around $7.7 billion, when short 
term liabilities and the non-resident equity in Canadian assets abroad are added 
to the long term investments. Gross Canadian assets abroad at the end of 1946 
totalled close to $3.9 billion, when liquid reserves held at that time of $1,245 
million are added to outstanding loans and advances by the Canadian government 
to other countries of $1,362 million and privately owned investments abroad of 
around $1¢ billion. 


Effects of World Conditions upon Canada 


Developments in the Canadian balance of payments in 1947 illustrate 
the problem of the Canadian economy in the postwar world. Canadian expenditures 
in the United States, stimulated by continued high employment and economic 
activity, reached a new peak which was accentuated by shortages elsewhere abroad. 
But. although Canadian exports of goods and services were as large as imports, 
sources of convertible exchange from large exports overseas were insufficient to 
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cover the expanded current deficit with the United States, as a large part,close 
to one-half, of the export balance with overseas countries was financed by export 
credits from the Canadian government. In order to maintain Canadian imports from 
the United States Canada’s official liquid reserves were employed to cover a 
considerable part of the deficit with the United States. But, as this situation 
could not be maintained indefinitely, far reaching remedial measures were intro- 
duced in November when the Minister of Finance announced the series of measures 
to meet the U.S. dollar shortage. 


A major factor contributing to Canada's U.S. dollar shortage was the 
slowness of European recovery which was still evident in 1946 and was further 
impeded and set back in 1947 by the adverse effects of the severe winter of 
1946-47, poor crops in 1947, and an accumulation of dislocations from these and 
other sources which reduced the ability of the Suropean nations to maintain im- 
ports without substantial financial assistance from the countries of the We stern 
Hemisphere. A larger proportion of both industrial and agricultural production 
has been in North America than was the case before the war. Furthermore, exist=- 
ing food deficiencies in Europe and Asia were affected adversely by the unfavour- 
able developments in 1947 with the result that the balance in production between 
the Eastern and Western Hemispheres was even further from equilibrium in 1947 
than would have been the case had conditions been more normal. Consequently, 
Zuropean countries have had to import much in excess of their ability to export. 
In addition other sources of income available to European countries from services, 
shipping and investments have been less than prewar, further adding to inter=- 
national financial problems. 


This slowness in recovery prevented most European countries from 
paying for more than part of their imports from the Western Hemisphere without 
financial aid or the use of liquid reserves and a wide-spread deterioration took 
place in the trading position of a great many nations. As available resources 
were reduced or became depleted most of the countries in Europe extended restrict- 
ions upon imports from the Western Hemisphere in 1947. atin American countries 
also introduced or extended restrictions as well, as the dollar shortage became 
more pronounced. The suspension of the arrangements for the convertibility of 
sterling by the United Kingdom in August of 1947 was.an example of the deterior= 
ation in international financial relations which set in during the last half of 
the year. Following this, countries of the sterling area introduced restrictions 
upon expenditures in Canada and other dollar countries. With this trend in ‘he 
international background it became more apparent than ever that a successful 
restoration of the world economy is further deferred. 


Canada's experience in 1947 demonstrated the vital importance to 
the country of income in sonvertible exchange if essential imports are to be 
maintained, whether this income comes from exports to European and other over= 
seas countries or from exports to the countries of the Western Hemisphere. The 
absence of a substantial current account surplus in 1947 in contrast to the large 
surplusses in the current account in each of the preceding thirteen years points 
to the limitations upon Canada’s ability to provide export credits and external 
assistance unless a large surplus should again emerge in Canada’s current account 
from increased exports and reduced imports. Developments in 1947 further em- 
phasize the extent to which traditional Canadian trading relationships depend 
upon a functioning world economy in which European natioms will be again able 
to pay for pruchases in Canada with convertiodle exchange. 
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The pressing need for extraordinary financial measures to remedy 
the dislocations arising from abnormal international supply and demand sit- 
uations has become more urgent than ever if a world economy is to be restored. 
Sfforts like the European Recovery Program aimed at restoring Huropean pro- 
@uction and world trading relations are therefore of vital consequence to the 
future exchange position of Canada and consequently to the framework of the 
Canadian economy. 


Remedial Measures Introduced by 
the Canadian Government 


The measures introduced in Nowember by the Canadian Government 
because of the loss of official reserves were designed both to conserve the 
expenditure of U.S. dollars and to provide for increased receipts of dollars. 
The most extensive measures were the restrictions upon imports. These were of 
a non-discriminatory character and took the form of prohibiting imports of a 
variety of consumer goods and certain other articles and the reduction of the 
volume of imports of a variety of other commodities which were placed under 
quota. The quota systam had the effect of reducing imports from the group of 
scheduled countries which includes the United States and certain other countries 
not known to be short d?U.S. dollars,and of permitting increases in imports of the 
same commodities under quota from non-scheduled countries. At the sams time it 
was announced that other imports, mainly machinery and capital goods, were to 
be dealt with on a selective basis. Another measure was the application of 
special excise taxes on certain consumers durable goods which have a substantial 
U.S. dollar content. The restoration of restrictions upon pleasure travel in- 
volving expenditures of U.S. dollars was another means adopted for reducing 
expenditures. 


Potential sources of new receipts of U.S. dollars were introduced 
by tariff reductions negotiated at the Geneva meetings of the Conference on 
Trade and Employment, with more favourable entry into United States markets 
being obtained for many Canadian commodities, both primary and secondary. Other 
special government efforts are also to be directed towards expanding and divert- 
ing Canadian exports to the United States and other dollar countries. At the 
same time, in order to stimulate gold production, the government announced its 
intention of providing special assistance to the production of gold. Finally, 
arrangements for a credit to the Canadian government of $300 million from the 
Export-Import Bank of Washington, to be available during 1948, were announced 
at the same time, as another source of U.S. dollars to supplement the remain- 
ing official reserves. 


TRANSACTIONS WITH THE UNITED KINGDOM 
AND STERLING ARBA 


The gap between British current receipts and expenditures in Canada 
was considerably wider in 1947 than in 1946 as Canadian exports to both the 
United Kingdom and other countries of the sterling area reached peacetime peaks. 
The balance of credits on current account with the United Kingdom from all ex- 
changes of goods and services rose from $500 million in 1946 to $632 million in 
1947. The credit balance with other sterling area countries shows an equally 
impressive rise, from $164 million to #240 million in 1947. The growth in the 
value of Canadian exports was the principa] change affecting the current account 
balance with British countries in 1947. British official contracts for many of 
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the chief foodstuffs made up a major part of Canadian exports to the United 
Kingdom in 1947 as in 1946. Bulk contracts for raw materials like lumber and 
metals were another important element in British purchases. The growth in the 
value of exports occurred chiefly in wheat and flour and some other agricultural 
products, and in lumber and forest products. Other important groups of exports 
like noneferrous metals, chemicals and bacon were about the same value as in 1946. 


While imports from both the United Kingdom and from the other countries 
of the sterling area were also appreciably higher in 1947, the gain was not suffi- 
cient to offset the important decline in overseas expenditures by the Canadian 
government. The improvement in the value of imports from the United Kingdom which 
did occur was most notable in textiles, although many other types of British manu- 
factured goods first began to re-appear in volume in 1947. Textiles made up about 
one-half of all imports from the United Kingdom in 1947, an even larger percent= 
age of purchases than in 1946 or in prewar yearse 


Other changes in current transactions with the United Kingdom were re- 
latively small with the exception of the large drop of $73 million in war expend- 
itures. These payments in 1946 concluded the wartime expenditures in connection 
with the maintenance of the Canadian armed forces overseas. Credits on freight 
and shipping account were somewhat higher than in 1946 according to preliminary 
returns. Payments to Britain on freight and shipping account were a little 
larger mainly because of heavier expenditures in the United Kingdom by Canadian 
shipping companies. Payments of interest and dividends by Canada to the United 
Kingdom of $51 million were slightly less than in 1946 due to a decline in interest 
arising from the continued repatriation of bonds, but dividend payments were 
higher than in i946. 


Unilateral receipts arising out of inheritances and the unblocking 
of British estates, and transfers of immigrants’ funds continued to be heavy. 
The latter transfers increased during the year as the volume of immigrants, other 
than war brides, from Britain to Canada increased. Besides including funds 
transferred at the time of migration the receipts include subsequent transfers 
permitted by the British government to persons who migrated in earlier years. 
Some declines occurred in other personal transfers of funds to Canada during 
the year, however, with the return of the Canadian service personnel to Canada. 
But personal remittances to Britain continued to be large. Private shipments 
to Britain of gifts in kind, which sare believed to have been quite substantial 
are not included in the balance of payments because of lack of accurate records 
of the value of small parcels. 


Canadian travel expenditures in the United Kingdom increased sharply 
in 1947 following the return of some passenger liner services and the expansion 
of trans-Atlantic air travel. Expenditures estimated at $9 million in 1947, were 
still considerably less than the comparable amounts in prewar years, comparing 
with $16 million in the United Kingdom in 1937 including passenger fares to 
British ships. British travel to Canada also increased rapidly in the early part 
of 1947, before pleasure travel was reduced in the latter part of the year with 
the re-introduction of British travel restrictions. British expenditures on 
travel in Canada of about $7 million in 1947 compare with an estimated $11 million 
in 1937. 


Non=-merchandise transactions with other sterling area countries were 
relatively small. There was an increase in Canadian travel expenditures in the 
British West Indies and in personal and business vemittances from Canada, and 
some increase in income receipts by Canada, and in earnings from inland freight 
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on exports. Income of Canadian ships on exports to other Empire countries was 
comparable to 1946 according to preliminary returns. 


COMMODITY TRADE BETWEEN CANADA AND OTHER EMPIRE COUNTRIES 
EXCLUDING THE UNITED KINGDOM AND NEWFOUNDLAND, 1937,1946 AND 1947 


(Millions of dollars) 


Exports Imports Net Trade 
i IS 
1937 1946 1947 1937 1946 1947 19387 1946 1947 


Australia .cccccccece 30.6 S8ec 6065 12 et 19.8 14.2 +18.5 + 18.4 -+ 46.1 
British South Africa 16.6 68 06 67 ol 802 79 403 +804 + 60.7 + 62.8 
Eire eooeveoeooeoooed 4.4 8.0 17.6 a > 9ol + 4.4 + 8.0 + 17.5 
India coccoccccccece AAT AOR Va Aa ODI ial 62 42,52 = 4.8 #2 lete iis 
New Zealand ecccoceece 14.7 1651 oO STs4 766 12.0 1OeSL iow. TAD S4e Sel Btecoee 
British Guiana .ccoe 1.5 Tol 10.3 506 12.2 12,45 = 402 = osdeeeiec ed 
British West Indies. 11.5 49.1 64.9 12.2 2049: 62046? 3) Os7 A 28 2 eres: 


All other (excluding 
Newfoundland) ..«. 11.0 $2.8 Clie. Podre6 290 6h; 50 (20 600 Se) Sie Te rele 7. 


Sub-Total cscccccces 95.0 269.0 36202 86.8 129.8 15566 + 8e2 4139.2 +2066 


Newfoundland cececee oP URN D2 pO MNT st sr i le ey AB 9.3 9064 + 6,6 + 2809 + 4507 
Rinee 


NeB. Above figures are not adjusted for balance of payments purposes. 


Commodity Trade with Other Empirs Countries 


The balance of merchandise trade with Bmpire countries other than the 
United Kingdom and Newfoundland showed a marked expansion in 1947, rising to $206 
million from $139 million in 1946 as is shown in the accompanying table. There 
were large export balances with each of the Dominions except India. The expansion 
was particularly large in the case of Australia and New Zealand due mainly to in- 
creased exports. The export balance with British South Africa was still the largest 
single source of credits although about the same size as in 1946 and a smaller 
proportion of the export balance from trade with the whole group of countries. A 
much larger export balance also resulted from heavier exports to Hire and the 
British West Indies. Trade with India, in contrast, was closer to balance due to 
a large increase in imports and some decline in exports during the year. While 
exports to other Crown Colonies and Dependencies almost doubled, the export 
balance was only slightly higher as imports also increased, notably due to pur= 
chases of rubber and tin from British Malaya. The great expansion in exports to 
Empire countries was affected partly by the removal of import restrictions in 
British countries in 1946, many of which were reimposed in the latter part of 
1947. Improved supplies of many Canedian commodities, notably automobiles and 
parts, also contributed to the increasein volume. Shipments of lumber to these 
countries were also heavier than in the previous year. Much of the gain in imports 
can be attributed to a few commodities like rubber and tin coming back into supply. 


oi 3 


Increases in the aggregate of imports were more moderate because of iimited 
supplies of many of the tropical foods and raw materials exported to Canada by 
this group of countries. 


Capital Transactions with the Sterling Area 


The British current account deficiency in Canada was financed chiefly 
by drawings on the Canadian loan and by sales of convertible exchange. Drawings 
of $423 million on the Canadian loan to the United Kingdom amounted to about one- 
haif of the current account balance with the sterling area. Tnese drawings compare 
with $540 million in 1946 making a total of $963 million of the loan of $1,250 
million drawn to the end of 1947. Receipts of convertible exchange from thse 
United xingdom totalled $505 million during 1947. These receipts were specially 
negotiated transfers between the British and Canadian governments and were 
generally related to the amount of British drawings on the Canadian loan as 
Canada's U.S. dollar position placed limitations upon the rate at which the loan 
‘might be used to finance ths British deficiency in Canada. As no convertible 
exchange had been received from tna United Kingdom in 1946 following the receip% 
of gold in March of that year in connection with the Settlement of War Claims 
receipts of convertible exchange in 1947 should be related to the total British 
drawings on the Canadian loan of $963 million to the end of 1947. While the 
United Kingdom at the beginning of 1947 introduced arrangements for the con- 
vertibility of sterling with respect ‘to transactions with Canada and a number of 
other countries it should be noted that these arrangements during their period 
of duration from January to August 21 had only minor effects upon the way in 
which transactions were carried out between Canada and other countries. 


In addition to the drawings on the Canadian loan to the United 
Kingdom there were outflows for the redemption of Canadian securitiss of about 
#41 million and repurchases of about $9 million of outstanding Canadian securities 
from the United Kingdom. Both of these types of repatriations of securities by 
Canada were less than in 1946 and earlier years and as Bo peg ig nive in 1947 on the 
1942 loan were mainly related to capital outflow taking place in 1946 the total 
repayments on that loan of $104 million in 1947 exceeded outflows through security 
transactions in the year. About $368 million of the 1942 loan was still out- 
standing at the end of 1947. Other capital movements between Canada and the 
sterling area were largely offsetting when certain currency adjustments to trans- 
actions appearing elsewhere in the accounts are includsd. Inflows for British 
direct investments in Canada exceeded outflows from Canada for Canadian direct 
investment in the sterling area, but there were outflows from principal repay-~ 
ments and the liquidation of British owned assets in Canada. 


CURRENT TRANSACTIONS WITH THE UNITSD STATES 


Current Deficit 


The current account deficit with the United States in 1947 was greater 
than ever before. The deficit rose from the previous peak of $613 million in 1946 
to a new record of $1,138 million in 1947. This deficit was about ten times the 
size of the deficit with the United States in 1939 and between three or four times 
the wartime peak of $318 million in 1941. This compares with 437 million in 
1929 the largest deficit reached in any prewar year. Such extraordinary dis- 
equilibrium in current transactions with the United States at a time when receipts 
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of convertible exchange from overseas countries were limited by the large amount 
of exports financed by export credits and loams from the Canadian government led 
to the Canadian shortage of U.S. dollars and the necessity of reducing expend- 
itures of United States exchange. 


FACTORS IN CANADA'S CURRENT ACCOUNT 
DEFICIT WITH THE UNITED STATES 


(Millions of dollars) 


1937 1946 1947 
Merchandise: Trade (1) 2 72 430 ree 
Nonemonetary gold +145 + 96 Soe 
Tourist expenditures +84 + 86 + §3 
Interest and dividends =180 =209 = 258 
Freight and shipping - 23 - 68 See Ae) 
All other current transactions - $l - 88 ~ 9% 
Total Current Deficit =- 77 -613 -1,138 


(1) Including receipts by War Supplias Ltd. of $55 million in 
1946 and $13 million in 1947. 


Great Rise in Imports 


Although current receipts from the United States rose by $135 million 
current expenditures increased $660 million or about 30 % during the year. The 
predominant part of this increase in expenditures occurred in imports of merchan- 
dise, purchases of which rose from $1,378 million in 1946 to 1,951 million in 
1947. Part of the phenomenal growth can be attributed to the higher prices in 
the United States. But increased volumes of imports arising from improved supplies 
in the United States and extraordinarily heavy Canadian demands were responsible 
for possibly about one-half of the rise. Better supplies were particularly not- 
able in important groups of commodities like textiles and metal products. United 
States reconversion was more rapid than recovery in many of the overseas countries 
which had been sources of supply in more normal times, consequently the proport- 
ion of Canadian imports from the United States was greater than usual, further 
adding to the exceptional disequilibrium with the United States. 


The Canadian conditions which gave rise to these unprecedented demands 
are of course unusual. Canadian consumption and private investment were both at 
record levels with the gross national expenditure at 915.1 billion or 12% higher 
than in 1946. The exceptionally high levels of demand led to more of the Canadian 
commodities which were produced being consumed in Canada, and to the rise in the 
volume of imports. Many of the demands were for goods and services not normally 
available in Canada, while other demands were deflected towards foreign goods 
and services by the shortages in Canada. 


The combined effects of these exceptionally heavy demands were to 
increase the ratio which Canadian imports of merchandise represent of the gross 
national product of Canada to a new high of 19.4% in 1947, compared with 15.6% in 
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1946, which had been the highest percentage in any year during the period from 
1938 for which comparable statistics on the gross national product are available. 
But this ratio in 1947 may not have been quite as high as during earlier periods 
of high incomes when earlier investment booms were in progresse 


Possibly the most significant development in demands giving rise to 
greater imports from the United States has been the expansion of private invest= 
ment which occurred in Canada in 1947. New developments of productive capacity, 
many of them long deferred, have combined with renovations and replacements to 
make the total of investment and construction of record size. Gross home invest- 
ment in plants, equipment and housing increased by more than one-half in value in 
1947 from 1946. 


Past periods of investment booms in Canada have been accompanied by 
current account deficits and high imports. This relationship stands out both in 
the development boom which immediately preceded the First World War and which was 
at its peak during the years 1911 = 1913 and also in the period between 1928 and 
1930 when investment activity was again at a pesx preceding the depression of: the 
interwar years. While conditions which generated the booms in these earlier 
periods had special factors distinguishing them from the investment activity in 
Canada today the analogies are close enough to further emphasize the close 
connection between investment activity in Canada and the level of Canadian im- 
ports from the United States. Canada's import demand for commodities of the types 
normally purchased in the United States may be expected to be high so long as home 
investment and economic activity are high unless other sources of supply should be 
developed in the future The ratio of home investment to the gross national ex- 
penditure during the last year or so has probably been comparable to the high 
ratio which existed in the pre-depression period of highest activity. An im- 
portant contrast between 1947 and these sarlier periods lies in the fact that 
Canada still had a small current account surplus with all countries in 1947, 
whereas in the earlier periods of boom the current account with all countries 
showed a deficit. 


IMPORTS INTO CANADA FROM THE UNITED STATES, 1937,1946 AND 1947 
(Willions of Canadian dollars) 


Increase 1947 Percentage 
from 1946 Increase over 
1937 1946 1947 to 1947 1946 
Agricultural and 2 
vegetable products .... 44.4 155.5 169.7 + 14.62 9.1 
Animals & animal products 12.6 3309 5vac + 23.5 68.9 
Fibres, textiles and 
textile products «+--+. 59.1 140.2 217.0 + 76.8 54.8 
Wood, wood products and 
PAPEL crevvecevresevsere Aad 64.2 S228 + 18.6 28.9 
Iron and its products ... 17309 467.0 72529 +258 29 55.4 
Non-ferrous metals and ; 
their products eecccesee Slel 84.1 © 120.3 + 3602 43.1 
Non-metallic minerals and 
their products cosesesss 10407 2748 364.3 + 89.5 325 
Chemicals and allied 
products ecvor2eeses0cer0e PAS 83.6 99.6 +7620 19.1 
Miscellaneous commodities 34 38 102.0 137.9 + 359 3502 
Total Imports (1) 490.6 1,405.3 1,974.07 +569 04 40.5 
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1) These statistics have not been adjusted for use in the statement of the 
balance of payments. 
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Investments in industrial plants and equipment have a particularly 
high U.S. dollar content giving rise to imports of machinery and industrial 
equipment, and steel and other materials purchased in the United States. The 
general rise in Canadian inventories also had a substantial U.S. dollar content, 
particularly in commodities such as textiles. There was an increase of 64% in 
the value of Canadian inventories from the low levels where thess had been during 
the period of reconversion to civilian production. The combined imports arising 
from these various forms of private investment were very substantial and were one 
of the chief contributing factors to the unprecedented rise in imports which were 
particularly heavy in items connected with this kind of demand. The exceptional 
strength of these demands is indicated by the ratio of gross home investment to 
gross national expenditure which was over 21% in 1947 compared with about 15% in 
1946 and around 11% immediately before tne war in 1938. 


The strength of demands arising from the investment boom and demands 
for durable goods generally is illustrated by the sharp rise in imports of metal 
products. Imports of this group of commodities from the United States accounted 
for more than one-half of the increased value of all imports from that country in 
1947. Imports of iron and non-ferrous metal products made up 43% of the total 
imports from the United States and increased from $551 million in 1946 to $846 
million in 1947. Many of the direct demands arising from Canadian investment 
activities are to be found in these groups. An example is provided by imports 
of non-farm machinery which aggregated close to $200 million and imports of 
electrical apparatus of over $60 million. Another important form of demand for 
durable goods is reflected by imports of agricultural machinery of close to $100 
million. These groups of imports also included essential industrial materials 
such as steel which are indirectly related to many investment demands. Imports 
of automobile parts and other metal components for the production of durable 
goods in Canada for both Canadian and export markets are also included and im- 
ports of household equipment and passenger cars show the abnormally high Canadian 
demands for consumers durable goods. . 


Other important gains in imports also arose from the exceptional level 
of economic activity in Canada, as for instance imports of fuel, particularly crude 
petroleum and petroleum products as well as coal. The principal gain in imports 
of consumer goods from the United States was in textiles and one of the most con- 
spicuous rises in this field was in cotton products. Raw cotton imports were 
also higher and gains showed in imports of artificial silk fabrics and yarns and 
various textile products purchased in the United States. Other types of commod- 
ities imported from the United States also generally increased appreciably but 
gains were usually less precipitous and less conspicuous than in the case of the 
group already noted. 


The upward trend in prices in the United States in 1947 was of 

course a major contributor to the record value of Canadian purchases from that 
country. The rise in United States prices in the last half of 1946 accompanying 
the decontrol of prices was very sharp and in itself enough to ada materially to 
Canadian requirements of U.S. dollars. The general increase which continued 
through 1947 in the prices of most important commodities imported by Canada 

added still further to the cost. The cost to Canada of price increases of the 
‘size experienced between the first part of 1946 and most of 1947 must be reckoned 
in terms of hundreds of millions of dollars or a substantial part in the agcline 
in U.S. dollar reserves. A large part of the increase in 1947 of $569 million 
in the value of Canadian imports from the United States, possibly as much as one- 
half or more, can be attributed to this source. While there were also signifi- 
cant rises in the price of many Canadian exports to the United States, particularly 
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in the wood products group the impact of price rises was to greatly increase net 
expenditures of U.S. dollars by Canada because of the much greater volume of 
Canadian imports and the wide extent of the disequilibrium in the merchandise 
accounts with the United States. 


COMMODITY TRADE BETWEEN CANADA AND 
THE UNITED STATES,BY MONTHS - 1947 


(Millions of dollars) 


Net Exports 


of 
Exports (1) Imports Import Non-Monetary 
to U.S.A. from U.S.A. Balance Gold 
JANUATY ceveesocecvvce 80.6 13605 = 5569 9.0 
February eocscccersccce 71.3 138.5 = 6702 6.9 
March cccccccccssccccs 84 9 ARSE OPS - 8002 6.8 
April cccccccccaccccce 90.0 182.1 = O20. 6 04 
May eoeeesecrosreeceroe0000 8201 184.61 =102.0 82 
JUNO ceocccccccscccccoce 8402 17407 =- 90.5 86 
July ©oseeoeovoe0e000000 84.3 168.9 = 84.6 101 
August eeo0ees000009000 83.5 15503 - 72.0 Tao 
September ©eeF2020008000 8965 163.0 - 730l 8 o4 
October soccvcccccecve 104.2 190.4 - 86.2 902 
November ceccecsccecce 94 .6 174.4 - 79.8 702 
December coccccecevcve 107.8 141.7 - 33.9 11.0 
1,056 .6 1,974.7 -918.1 9963 
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(1) Including Domestic and Foreign produce but excluding gold. 


N.B. The above statistics of commodity trade are not adjusted for use in the 
balance of payments statement. 


Smaller Rise in exports 
’ The increase in the value of Canadian exports to the United States 
in 1947 was much more moderate in both amount and percentage than the rise in 
imports. Exports increased to $1,046 million from $893 million in 1946, a rise 
of $153 million or about 17%. Most of this increase was concentrated in exports 
of newsprint, pulp and paper and other wood products. Other important groups 
of exports like non-fsrrous metals were relatively stable in aggregate value 
although considerable changes occurred in individual commodities. Other primary 
products sold to the United States generally onlv changed to a moderate extent 
in total. Although the volume of some commodities was down, the maintenance 


in vaiue was due to higher prices or to rises in the volume of other commodities. 
A notable decline occurred in exports of grains to the United States due to short 


supplies. In contrast exports of wood products to the United States were signi- 


ficantly higher in volume as well as in price, production of pulp and paper being 


considerably higher during the yeor. The relative stability of Canadian exports 
to the United States has been due to the fact that limitations on available 
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supplies of the main staple commodities have prevented large increases occurring 
except where productive capacity was expanded or where supplies were diverted to 
the United States. Receipts from non-monetary gold exports were only slightly 
higher than in 1946, increases in output being retarded by labor shortages and 
other obstacles to production. 


Trend in Non=Commodity Transactions 


Although the largest single contributor to the increased current 
deficit with the United States was the rise in merchandise trade there were other 
important contributors. Larger outlays on both income and transportation account 
were outstanding among the changes in non-commodity transactions. In addition, 
non-recurring receipts of dollars through War Supplies Ltd., contracted from p55 
million in 1946 to $13 million in 1947. There were, however, some substantial 
unusual receipts from the United States government in 1947 representing refunds 
of war expenditures made during earlier periods and in 1946 there had been some 
appreciable purchases of surplus assets and equipment from the United States 
government which did not recur in 1947. On the other hand the balance of receipts 
from the tourist trade was less than in 1946 because of the large rise in Canadian 
travel expenditures in the United States. Miscellaneous current payments includ- 
ing services and remittances of various kinds were also somewhat heavier than in 
the previous year while corresponding groups of receipts, exclusive of non- 
recurring government receipts referred to, were lower than in 1946. Unilateral 
transfers to the United States were heavier in 1947 mainly because of the volume 
of Canadian emigration to the United States which lead to larger withdrawals of 
emigrants funds than in the previous year. 


Higher Transportation Costs 


The increase’ in net payments to the United States on freight and 
shipping account was quite large, net payments rising from $68 million in 1946 
to $115 million in 1947. Most of the change occurred in payments to United 
States railroads for the transportation of commodities to the Canadian border. 
The increased volume of imports was responsible for a large part of the rise. 
Higher freight rates in the United States, which were raised several times 
during 1946 and 1947 in general increases, also added to Canada's transportation 
costs in the United States. Heavier imports of coal in 1947 added a considerable 
part of the increased freight costs. About three-quarters of the total payments 
to the United States for transportation were for rail freight. Payments to the 
United States on shipping account were larger in 1947 partly from the increased 
volume of petroleum imports. Canadian receipts for transportation from the 
United States remained fairly stable mainly because the volume of exports in 
the aggregate did not change greatly during the year. Receipts of Canadian 
railways from carrying exports to the United States border made up about one- 
half of the total. The remainder was divided between receipts on shipping 
account and intransit earnings of Canadian railways and the expenditures of 
United States operated railways in Canada. Details on the freight account in 
1946 appear on page 20. 


Higher Income Payments 


The rise in net income payments to the United States from §209 
million in 1946 to $238 million in 1947 was substantial in itself and 
also impressive in light of the previous records reached in 1946 in both 
payments and net payments. The further increase in 1947, when total 


payments amounted to $274 million, was dtte €o -the Continued in- 
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crease in dividends paid by Canadian companies to shareholders in the United 
States. Dividends rose from $149 million in 1946 to a new high level of $182 
million in 1947 excluding taxes. Most of the increases occurred in dividends 
paid by Canadian subsidiaries to U.S. parent companies. Larger earnings as 

well as some withdrawals of income accumulated in earlier years contributed to 
the rise. Dividends paid by publicly owned companies to shareholders in the 
United States were somewhat higher in 1947. Payments of interest on Canadian 
bonds and debentures held in the United States declined from atout 3101 million 
in 1946 to an estimated $92 million in 1947, aus to the redemptions of Canadian 
bonds heid in the United States, and refinancing of high coupon issues at lower 
interest rates, and the absence of the premium on United States dollars. Canadian 
receipts of income from the United States dropped from $41 million in 1946 to 336 
million in 1947 in terms of Canadian doliars. The decline mainly resulted from 
lower dividends from Canadian owned direct investments in the United States. 
Dividends from portfolio investments in United States securities were slightly 
larger than in 1946. Some other types of income receipts and payments, other 
than dividends and bond interest, are included in the miscellaneous current 

items of receipts and expenditures. 


Reduced Net Receipts from Tourists 


Receipts from United States tourists exceeded Canadian trave! expend- 
itures in the United States by $83 million in 1947 compared with net receipts of 
$86 million in 1946. This decline in net receipts was due to a greater rise in 
Canadian expenditures in the United States than in receipts from tourists. The 
latter rose from $216 million to $235 million while Canadian travel expenditures 
in the United States expanded from $130 million to $152 million. Both types of 
expenditure had been at record isvels in 1946. The further gains which occurred 
in 1947 were proportionately greater in both volume and expenditures in the case 
of Canadian travellers to the United States. The volume of Cansdian travel to 
the United States by automobile increased sharply. The number of automobiles 
returning for more than 24 hours increased by 25% while the increase in cars on 
shorter visits was 16%. Average expenditures in the United States were also 
significantly higher for many types of traffic as the costs of travel rose and 
as supplies of merchandise availabie for purchase improved. Some reduction in 
the amount of Canadien expenditures in the United States occurred after November 
18 with the introduction of restrictions upon expenditures by Canadians on pleasure 
travel involving U.S. dollars. The wide degree of unbslance in relative levels of 
Canadian and United States travel expenditures is shown by the average per capita 
expenditures. Canadian expenditures on trave] in the United States in 1947 were 
around $12 per capita compared with American per capita expenditures on travel in 
Canada of not much more than $1.50. The number of United States tourists coming 
to Canada was greater in 1947 than in 1946 with the largest increase occurring 
in the number of automobile tourists. The volume of American cars entering under 
customs permits, which in earlier periods represented the bulk of the tourist 
traffic, rose 12%, but increases in travel by through bus and airplane were only 
moderate and there were decreases in train and t »t traffic to Canada. Average 
expenditures by American tourists in Canada generally did not increase as much 
as was the case with the average expenditures of Canadians'in the United States 
and in some instances the averages were lower than in the previous year. 
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TRANSACTIONS WITH OTHER FOREIGN COUNTRIES 


Receipts of Convertible Exchange 


Although the export balance with other foreign countries was sub- 
stantial in 1947 a major part did not yield convertible exchange as a large 
volume of exports was financed by export credits or other special means. Net 
exports of goods and services to other foreign countries were $351 million, but 

) official contributions of relief financed $38 million of this, leaving $313 ; 

million to be financed by capital outflows or receipts of convertible exchange o 

_ Net export credits from the Canadian government financed $140 million of this 
current balance. A considerable amount of the remainder was financed by various 
types of capital outilow from Canada mainly to special arrangement countries. 
Redemptions and sales of securities, withdrawals of some income accumulated during 
the war and other liquidations of assets, and decreases in balances in Canada, 
resulted in capital outflows in Canadian dollars with this group of countries of 
about $44 million. 


Net receipts of convertible exchange from foreign overseas countries 
as a group are estimated at $133 million after allowing for certain exchange ad-= 
justments to transactions in the current account. Among the sources of convertible 
exchange was $20 million of free funds transferred by UNRRA to cover expenditures 
in Canada, and approximately $100 million in convertible exchange received from 
borrowing governments and from private exports to borrowing countries in both 
Europe and Asia. But net receipts from the borrowing countries were consider= 
ably less, however, as most of the imports into Canada of around $44 million 
from these countries was paid for in convertible exchange. There were also net 
receipts of U.S. dollars from private commerciel trade with other countriss » 

In addition there were receipts of convertible exchange from inland freight and 
from the services of Canadian ships in excess of Canadian payments on freight 

and shipping account to these countries. But, there were large outlays by Canada 
for personal and benevolent remittances and other service transactions. 
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Most of the net receipts of convertible exchange. originated in 
trade with Europe. Trade with countries in Asia also led to a moderate balancs - 
in receipts of U.S. dollars but there was a deficit from commodity trade with 
Latin America as a whole. In trade with South America there was a small export 
balance but this was more than offset by an import balance with latin American 
countries in Central America and the West Indies» 


Export Credits and Contributions 


A substantial part of exports to Surope and Asia continued to be 
financed by the Canadian government in 1947 as in other recent years. Net ex- 
port credits extended to foreign countries in 1947 amounted to $140.0 million 
compared with $209.7 million in 1946 and $104.6 million in 1945. Actual drawings 
under the Export Credits Insurance Act Part IT amounted to a little over $147 
million but $5.2 million was used to repay interim advances outstanding at the 
end of 1946 and $2.1 million was used to make repayments of principal. The amount 
of the $594.5 million of Export Credit Loans authorized which had not been drawn 
by the end of 1947 amounted to about $146.9 million. Net outstanding loans and 
advances including interest adjustments aggregated close to $455 million at the 
end of 1947. Most of the net export credits in 1947 were spent on goods exported 
during the year with a minor part spent on transportation and other servicéese 
There was no wide divergence during the year be tween total exports of goods 
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financed by export credits, and disbursements of funds, as prepayments were off- 
set largely by shipments of goods paid for in earlier periods. 


Contributions in 1947 by Canada of goods and services financed out of 


Canadian contributions to UNRRA and Post-UNRRA Relief amounted to about $38 million. 


Most of this aid took the form of commodities shipped from Canada during the year 
to such destinations as Austria, China, Czechoslovakia, Greece, Italy, Poland, the 
U.SeSoR.o and Yugoslaviae A small part of the aid was in the form of Canadian 
trucks and military stores which had been shipped to Europe in earlier periods. 


In addition to these official contributions there were substantial 
private shipments from Canat> of food and other goods as gifts and relief by 
individuals and private orgemzations. Total gifts and donations recorded in 
Canadian export statistics had a value of over $10.6 million but this is exe 
clusive of small individual shipments which are believed to have been sub- 
stantial. 


POSTWAR LOANS AND ADVANCES TO OTHER COUNTRIES BY THE 
CANADIAN GOVERNMENT 


(In millions of Canadian dollars) 


Export Credit Net Amounts Drawn (1) Amounts not 
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_ Authorized Dece 51,1947 
Ae Export Credits 
France eeoseeaevo0e8e24820086 242.5 534.9 108.9 54.6 fae 
Na Ghentands ws siscciseis 6 ee 126.0 2928 S466 40.6 2Ose 
Belgium eoooevoveoveece 100.0 ZAaiD 50a We A 5000 
China eecoeeeoeoeeoove2eae00 60.0 =. Wa As Greve Slee 
Norway eeeesoovooess29000939080 50 oO Gis lOee 3e6 LOeo 
CZEChOSIOVAKIA. «scieuees 19.0 O.7 302 8.2 6.9 
Netherlands Indies .co 15.0 0.6 4.8 4.6 500 
IRS SIAR Ce ee ee) SAG, 9.9 thee ae Bel 
Total = Foreign 
Countries secc 594.5 104 .6 209.7 140.0 146.9 
B. Loan to United Kingdom 1,250.20 - 540.0 423.0 287.0 


(1) Net amounts drawn include interim advances as well as drawings on 
Export Credit loans less repayments of interim advances and loans. 
All advances had been repaid by December 31, 1947, with the ex- 
ception of $8.8 million to the U.S.S.R. ; 


CAPITAL MOVEMENTS WITH THE U.S. DOLLAR AREA 
AND CHANGE IN RESERVES 


As net receipts of sgonvertible exchange from the credit balance with 
overseas countries of $1,185 million were only $638 million in 1947 because of 
large export credits, there was a substantial loss of reserves arising from 
current transactionse The current deficit with the United States exceeded 
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receipts of convertible exchange from other countries by $500 million. In 
addition there were net capital outflows of $163 million to the United States 
dollar area, .and Canada’s gold subscription to the International Monetary Fund 
of $74 million which:also contributed to the reduction in official liquid re- 
serves during 1947 of $743 million. These reserves amounted to $502 million at 
the end of 1947 compared with $1,245 million at the end of 1946. 


These various factors affecting the level of Canada’s official 
liquid reserves are summarized in the following statement. 


$ mm 
Current account deficit with United States eeogvroscroveoe ove osed -1,138 
Net receipts of convertible exchange from overseas coccovccsces + 638 
Net current deficiency Beech Atte taut tee aatD eth e es = 500 

Net redemption of Canadian securities 
Payable in Foreign CUPPENCIOS cccos00cc0000000000000060000 = 183 
Payable in Canadian GOLlaPS eoccecceocvccevcccecsse ees en = 40 
Total net redemptions 0608000000000 000008008000890900800009900 ‘= 223 
Net repurchases of outstanding Canadian securities cocccccescce = 9 
Redemptions and sales of U.S. and foreign securities ccsccescce + 13 
All other capital MOVEMONCS 00000000000000000000000000000000000 + 56 
Gold subscription to International Monetary Fund cccoccecoceseces - 74 
Balancing item - errors and OMISSIONS ccoccvLrcervccssreevvc00000 = 6 
Decline in official liquid reserves (+). coccccoccceccsscvccecsee + 743 


: The general effect of these changes on capital account with the 
United States dollar area was to increase the balance of Canadian indebtedness 

to the United States dollar area by close to one-half billion dollars when account 
is taken of the decline in official reserves. But capital movements with the U.S. 
dollar area, apart from the-reduction in the official reserves had the effect of 
reducing Canadian indebtedness to the United States as there were predominant 
outflows of capital for the redemption of securities which were only partly off- 
set by inflows for direct investment in Canada and other purposes. 


Secutity transactions made up the largest part of the capital move- 
ments as in recent years but the principal group of transactions in 1947 was the 
redemption of issues payable in U.S. dollars. Net issues of Canadian securities 
payable in U.S. dollars and held in the U.S. dollar area which were redeemed 
during 1947 amounted to about $183 million. Besides normal maturities there were 
‘some substantial issues called in advance of maturity including a Canadian govern- 
ment issue of $30 million due in 1948 and various provincial and corporation issues, 
In addition to the redemptions of Canadian issues payable in U.S. dollars there 
were redemptions of $40 million of Canadian domestic issues payable in Canadian 
currency only. Other transactions in Canadian securities wore largely offsetting 
in contrast to the predominant capital inflows from the sale of outstanding 
securities characteristic of earlier years. In 1947 repurchases of Canadian 
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securities exceeded sales to the United States by about $9 million. These Can- 
adian repurchases arose from transactions permitted in Canadian dollars. The trade 
in Canadian securities were not entirely in one direction. While repurchases were 
characteristic of the trade in Canadian stocks and Canadian government issues there 
were net sales of Canadian corporation and municipal bonds. As a result of all 

of these security transactions holdings of Canadian securities in the U.S. dollar 
area were reduced by about $232 million in 1947. 


Other security transactions included U.S. dollar receipts of about 
$13 million from the redemption and liquidation of United States and foreign 
securities. 


Capital movements which were not connected with the security trans- 
actions resulted in net inflows of capital to Canada both through liquidations 
of Canadian assets abroad and increases in Canadian liabilities to the United 
States. Some of the latter transactions arose from direct investments in Canada 
and loans and advances te Canadian concerns. Inflows of this kind were much 
larger than outflows arising from permitted liquidations by non-residents of 
non-security assets in Canada. The remaining capital mevements between Canada 
and the U.S. dollar area were for the most part of a short-term character and 
offsetting in their effects representing changes in short-term position of 
private residents and some reductions in non-resident owned balances in Can- 
adian dollars, and currency adjustments connected with transactions included 
elsewhere in the accounts. 


In addition to the gold subscription to the International Monetary 
Fund there was the subscription made in Canadian currency, $194 million in the 
form of non-interest bearing demand notes, and about $31 million in the form of 
a cash balance. Canada's subscription made to the International Bank for Re- 
construction and Development in 1947 was in the form of noninterest bearing 
demand notes totalling $32.5 million.. 


FREIGHT AND SHIPPING AND THE BALANCE OF PAYMENTS 


Important exchanges of transportation services arise from Canada's 
external commodity trade and from the operation of Canadian merchant ships. 
These have become very substantial and cover a variety of international activities. 
The principal development in recent years has been the fleet of Canadian owned 
and operated ships which was augmented greatly by the construction of ships in 
Canada during the war to assist in the movement of Canadian products overseas. 
Most of the wartime built ships originally owned by the Government Corporation, 
Park Steamship Company Limited, were sold to private operators in Canada during 
1945 and 1946, and consequently continue to have important effects upon the 
Canadian balance of payments. Around the end of 1946 there were 143 ocean going 
vessels with a gross tonnage of 894,929 in the Canadian Mercantile Marine. In 
addition, there were vessels owned or operated by Canadian shipping companies 
which were registered elsewhere. 


Statistics collected by the International Payments Branch on 
financial transactions affecting the balance of payments from Canadian owners 
and operators of ships, and the owners or Canadian agents of foreign ships 
sailing from Canadian ports, are summarized for 1946 below. The largest item 
in the shipping account of the balance of payments is the freight earnings of 
Canadian owned or operated ships on carrying exports from Canada to overseas 
countries. ‘In 1946 these earnings amounted to $94 million. Of this about $32 
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million was received from carrying exports to the United Kingdom, $24 million 
to other Empire countries, $2 million to the United States and $36 million to 
other foreign countries. In 1938 when the number of Canadian operated ships 
was much smaller the corresponding earnings on exports were $26 million. A 
notable feature off the revenues in 1946 is the extent to which they arise from 
exports to "soft currency" countries. In addition Canadian shipping companies 
reported earnings of approximately $14 million on traffic between foreign 
countries in 1946. Corresponding revenue from the cross-trades in 1938 was only 
$6 million. Another item of growing importance has been the revenue from the 
charter of Canadian ships to other countries. In 1946 this amounted to $17 
million, including bare boat charter revenues received from the United Kingdom 
for ships constructed during the war under the Mutual Aid Appropriation. Com= 
parable revenues were negligible in 1938. 


But in the balance of payments statement account also has to be 
taken of expenditures outside of Canada arising from the operations of Canadian 
ships. Expenditures abroad including disbursements in foreign ports, crew wages 
drawn abroad, and other outlays of Canadian shipping companies amounted to an 
estimated $36 million in 1946 compared with about @23 million in 1938. In 
addition, payments for charter of foreign ships totalled about $4 million in 
1946 compared with $16 million in 1938. 


The services of foreign owned and operated ships led to payments 
by Canada for freight on imports of about $30 million in 1946 compared with 
around $21 million in 1938. There were, however, large international receipts 
arising from expenditures in Canada on account of foreign ships for such purposes 
as port expenditures, fuel, repairs, drawings of crews, purchases of food, stores, 
etce, aggregating about $40 million in 1946 compared with an estimated $12 million 
in 1938. ; 


Besides ocean shipping transactions the most important items cover 
inland freight transactions. Receipts from other countries for inland freight 
in Canada on Canadian exports to Canadian ocean ports and to points of exit 
along the international border amounted to about $116 million in 1946. These 
earnings on transportation and handling charges in Canada are not included in 
Canadian export statistics. About $54 million of these earnings arose from 
exports to the United States. The largest among other receipts is the item 
"Intransit receipts" of $27 million covering receipts from the operation of 
United States owned railways in South-Western Ontario as well as revenues of 
Canadian railways on other intransit traffic. 


Payments by Canada for inland freight to the United States in 1946 
aggregated about $126 million comprised of about $60 million for rail freight 
in the United States on shipments of coal to Canada by both water and rail and 
$66 million of United States rail freight on other commodities entering Canada 
across the United States border. Other freight payments to the United States 
of around $23 million cover other inland freight costs on commodities moving by 
truck, plane, pipelines and inland waterways as well as an estimate of ocean 
freight on imports from overseas entering Canada via the United States. Inland 
freight in overseas countries on imports is not available but is not believed 
to be substantial. Many of the commodities purchased abroad either originate 
or are purchased close to ocean ports of shipment to Canada. The inland 
freight costs in the United States covered above are additional costs to the 
recorded value of Canadian imports which value goods at the point of shipme nt 
to Canada. 


FREIGHT AND SHIPPING TRANSACTIONS BETWEEN CANADA AND 
OTHER COUNTRIES - 1946 


(Millions of dollars) 
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All Other Other 
Countries UeKe Empire Foreign U.S.A 


RECEIPTS BY CANADA 


1. Ocean Shipping 
(1) Canadian ships 


—————— 


ating ogi 


Gross earnings on exports .. 94 32 24 36 4 
Charter receipts or ee ee ee) 17 15 ho 1 1 
Inter=port revenues occcccece 14 = © 7. 7 

Sub-Total cscccocvcccccsvscce 125 47 24 44 10 

(2) Expenditures of Foreign f 

ships in Canada ccoocccce 40 29 agit 4 7 ; 

: 

(3) Gross Shipping Credits ... 165 76 24 48 17 

} 

20 Inland freight on exports ... 116 31 10 21 64.9 

Se Intransit revenues cccoccccce 27 = — = = ar i 

: 

4. Other receipts eceoenebo0e000 3 =< a = 3 ; 
Grose Credits o.ccecccocce $11 107 34 69 101 


PAYMENTS BY CANADA 
1. Ocean shipping 


(1) Expenditures abroad of 
Canadian shipping 


companies covoccccccecce 36 20 6 6 4 

(2) Charter payments cccoccece 4 1 - 1 2 
(3) Freight on imports via 

Canadian ports cccccceces 30 11 - 5 14 

Gross Shipping Debits .... 70 32 6 12 20 


2. Inland Rail Freight in U.S. 
on Imports 


Coal via vessel eeceoeeseoe 28 - - - 28 
Coal wis Paks. ss atisitaams 32 2 = = 32 
Other rail freight ceocece 66 - - - 66 
Sub-Total eeeooovsenvveceeeos 126 > = = 126 
3. Miscellaneous Payments o.o.e. 23 = 2 .9 23 


Gross Debite .s<ssssssente 219 32 6 12 169 


CANADIAN BALANCE CF INTERNATIONAL PAYMENTS 
Table I = Current Account Between Canada and All Countries, 1926-1947 
Millions of dollars) 


Current Net Balance Mutual Aid and Net Balance on Current 
Year Current Expendi= On Current Other Official Account Excluding 
Receipts tures Account Contributions Official Contributions 
1926 weve 1,665 1,538 se eg = * 127 
WOZT ‘evcc 1,633 1,643 - 10 = - 10 
B 1928 - ccc 1,788 ) idyeew = 32 - - 382 
EO29 «ees 1,646 ee a | = fous = - 311 
1930 cove lesz 1,634 = $387 = - 337 
1931 cece 972 1,146 = 174 = = 174 
BLIS2 eves 808 904 - 96 = = (26 
: 1933 a 829 831 me 2 sa =" 2 
1934 e@oec 1,020 952 5: 68 = a2 68 
TOSS 2.06 1,145 1,020 = 125 = + 125 
1936 2c 1,430 1,186 + 244 = + 244 
1937 woe 1,595 1,413 + 180 - + 180 
1938 wee 1,361 1,261 + 100 = + 100 
1939 seoo 1,457 1,331 a" kG = + 126 
1940 eco 1 Tts 1,627 + 149 ~ + 149 
1941 ceo 2,458 1,967 + 491 = + 491 
1942 2.0% 3,576 2,2td + 1,101 + 1,00¢ a 9S 
1943 wooo 4,064 2,858 * 4,206 a cok + 688 
1944 ..c6 4,557 3,939 #1 0364" #260 + §&8 
1945 weco 4,452 2,910 + 1,542 +e Doe + 684 
1946 eco 3,559 2,905 + 454 + of +357 
1947 coos 3,753 3,648 + 85 + 38 + 47 
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Table II - Geographical Distribution of the Balance on Current Account, 1926-1947 
Net Receipts or Credits (+); Net Payments or Debits (- 
(Millions of dollars) 


All Uni tea (1) Other Overseas *”) Unitea‘?) 

Year Countries Kingdom Countries States 
1926 ocvoove2co0e00e06900 + Lav + 58 + 300 ee. Zo 
1927 eoecsecoeceoeeeoeonoeo = KO i 19 + 257 248 
1928 aeoeoveone eee oe7e8 = 32 = Ps $538 = 349 
1929 eeooeveooea2e eone8e80080 = 311 = 99 + 225 — 437 
1930 eoe0vrevre0ee eo ee0 oo Sot = 106 w 113 me 544 
1931 eeovvreo0o0o0eg0 se e0008 oa 174 = 54 + 85 a 205 
B1932 eeosvecerev0eeeceoe®d cay 96 = 14 2 86 = 168 
1933 eooseesoee0eoee00e00 = 2 a 26 o 85 “7 LIS 
—~1934 e@eecvoeeeeoe0ee 09 68 + 46 +: 102 a 80 
P1935 eoocseo0eeceoeoeea 000 + 125 os 62 cv 92 = 29 
1936 e@rv0200e0008080800 e 244 + p22 + WAG i 1 
1937 eeeovve0eoe 2ee008 + 180 fe woo + r22 — 77 
1938 eovscooececovee eee sor + 100 o 127 4g 122 = 149 
193 eoeovesocasvecenveee + 126 + 137 + 105 = PES 
1940 ee00700270000 08600 Ca 149 = 543 Se 98 = 292 
(1941 eooeoeonoeooe eee : 491 aj 734 “4 (es) ag 318 
1942 erceceoecoveee0ee80 Gi 1,101 + 1,223 73 58 iso 180 
1943 eocecseoeoreee ee 08 + 1,206 +: 1,149 + 76 ae 19 
1944 aeoeeroeeeeee e000 a 1,038 + 746 + 241 a $1 
1945 ©2082 0082000800000 3 1,542 + TAT + 7635 * 32 
—~-1946 eoeseoveeseaeeeeooe + 454 Bs 500 + 567 = 613 
1947 eceeeveseosreevea 0 a 85 a 632 ae 591 ice 1,138 


ape er AP OS ESTES a IOC LE TE TIE LE Le 


(1) Excl. wheat exports diverted to other overseas countries, and exports of gold. 
(2) Incl. estimated wheat sold in ESuropean Countries. 
(3) Incl. all net exports of non-monetary gold. 
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Table XVIII - Statistics on Canada's International Investment Position 


A. Summary - Non-Resident Investments in Canada, 1926-1946 
(Millions of Canadian dollars) 


Held in United Kingdom ...-. 2,656035 2,766.3 2,682.8 2547909 1,766.0 1,645.0 
Held in United States ...e+e 3,19603 4,659.5 4,491.7  4,1514 4,982.0 5,135.0 


Held in Other Countries ..c-. OO 188.0 190.0 286 oO 347 oO 350 oO 


~fotal - Non-Resident Invest-~ 
ments in Canada ccooce 6,00206 7,613.8 7,364.65 6,915.25 7,095.0 7,150.0 


i core pera eee a 


Be Summary - Book Value of United States Direct Investments in Canada 
in Companies Controlled in the United States, 
by Forms of Investment, 1926-1946 


(Millions of dollars) 


1926 1930 1933 1939 1945(1) 194641) 


See ee 0 eee, emcees ee a 


Capital Stock cecoesscevese 1,000.0 1,329.4 ae leo 1,289 62 1,609.0 1,686.0 
’ Bonds evvsooeove0ee 2000088299080 187.6 reels) $3869 305.8 290.0 318.0 
_~6Other Investments ..cccccce 21469 327.20 325 04 28509 401.0 424.0 


— Total ccoccccccscccccsesvccce 1,402.5 Deoeeel 1,953.3 1,880.9 2,000 60 2,428.0 


a anna EEEEEEESEESEE ERTS 


Cc. Summary - Canadian Assets Abroad, 1950-1946 


(Excluding Investments of Insurance Companies ) 
(Millions of Canadian dollars) 


1930 1939 1945 1946 
Direct Investments in Businesses Outside of Vanada 445 671 720 ) 1,250(2) 
Portfilio Holdings of Foreign Securities ccccceces 842 719 621 
Government Credits cceccocceccccceccscscccvcesoence 31 31 707 1,562 
Net External Assets of Canadian Banks ccoccccccece 180 (2) (2) cei 
MT ialiiduid Reaorves (3) .t<seeecccccacsesssee (8) 444 1,667 1,245 


ee IS 


1,496 1,865 3,715 3,857 


ee a 


(1) Subject to revision. 

(2) Not available. (3) Including holdings of gold which at the end of 1945 had 
a Ganadian dollar value of $388 million, and at the end of 1946, $536 million. 

N.B. A more detailed analysis of British and Foreign investments in Canada and 


Canadian Investments Abroad has been published in Canadian Balance of 
International Payments, 1926-1945. 
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The great improvement which took place in Canada’s inte mational 
accounts in 1948 is disclosed in the rise in the credit balance on current 
account to $453 million from $47 million in 1947, comparing with $363 
million in 1946. This improvement resulted from a rise in the value of 
exports of goods and services at a time when the total value of imports of 

| goods and services remained virtually unchanged. Most of the increase in 

} the value of exports of goods and services resulted from price increases 4s 

the volume, in the aggregate, does not appear to have been much altered, 
although there were importent chenges in the volume of different groups of 
goods and services. The volume of imports on the other hand was materielly 

, reduced chiefly because of the effects of the Emergency Exchenge Conservation 

| progremme introduced in November 1947. 

4 


Even greater changes occurred in Canada's accounts with individual 
countries and areas. The spectacular rise in the value of exports of goods 
and services to the United States, combined with a reduction in the value 
of imports, due to reductions in the volume of commodity imports end in 
other current expenditures. led to a sharp decline in the current account 
deficit with the United States from $1,135 million in 1947 to %401 million 
in 1948. 


Accompanying this reduction in the disequilibrium with the United 
States there were appreciable declines in the export surpluses with the 
United Kingdom, the other sterling area, end other overseas countries. 
The current surplus with all overseas coumtries dropped from $1,220 
million in 1947 to $873 million in 1948, including exports of official 
relief of $38 million and 919 million respectively in the two yearso 


This improvement in the current account balance with all countries 
of $406 million was en important contributor to the rise in Canada's of- 
ficial liquid reserves of $496 million in 1948 compared with a reduction 
of $743 million in 1947, as shown in Statement 1. At the end of 1948 
Cenada's official liquid reserves amounted to $998 milliono 


Changes in capital transactions effected the other improvementse The 
changes in the bilateral disequilibrium of the Canadian balance of payments 
“ and in the amounts of exports to overseas countries financed by loans and 
contributions from the Canadian Government have had very important direct 
effects upon the size of Canada’s liquid reserves. Since the emount of 
Canada's exports financed by postwar loans and export credits of the 
Canadian Government was much less in 1948 then in the two preceding 
years there was a larger amount of convertible exchange received from trade 
with overseas coutries in 1948, even though the current account surplus 
with this group of countries declined. Net postwar loans by Canada declined 


mee en 
Statement I - Summary cof Current and Capitel Transactions 
Between Canada and All Other Countries, 1945 = 1948 
(Millions of Dollars) 


1945 1946 1947 1948(1) 
Current Account 
Gross Current Keceipts 4,456 AEE Ie 35746 4,139 
Gross Current Payments 23910 25905 3,661 3,667 
Current Account Balance +1,546 + 460 aa +472 
Current Deficit with U.S.A; #36 «= 607 =-1,135 =401 
Current Surplus with Overseas 
Countries +#1,510 +] C67 #1,220 +873 
Official Contributions to 
Qverseas Countries = 858 = 97 = 38 - 19 
Net Balance on Current Account + 688 + 363 + 47 +4535 


(sxcluding Official Contributions) 


Capital Account 


“Net Post War Loans by Canada (2) = 105 = 750 = 563 -126 
Repayments by UoKe on 1942 Loan + 64 + 89 + 104 + 64 
Financial Settlement with Ueks = #50 = o 
Interim Advances to British Countries = 209 = lle ~ = 
Gold Contribution to International 

Monetary Fund = = l = 74 = 
All other Capital Movements(net) (3) + 229 i 40 i: On +105 
Net Change in Official Liquid 

Reserves 

Decrease (+) 251 743 

Increase (=) 667 496 

= 688 = 363 = 47 =453 


(1) Subject to revision. 
(2) Excluding interim advances to British Countries. 
(3) Including small balencing items of errors and omissionse 


from $750 million in 1946 and $563 million in 1947 to #126 million in 1948. 
Cross drawings on the loans in the latter two years were $570 million and 
142 million respectively. Hxports of relief from Canada financed by offi- 
cial contributions of the/Canadian Government also were less in 1948, being 
%19 million compared with $38 million in 1947 and $97 million in 1946. Con- 
sequently a larger part of exports to overseas countries yielded convertible 
exchange then in 1947. 


Other capital movements in 1948 also had favourable effects upon 
Cenada's liquid reserves whereas in 1947 they had resulted in the use of 
reserves. The chief contributing factor to the capital inflows in 1948 was 
the sale of $150 million of bonds by the Canadian Government to a group of 
insurance companies in the United States for ths purpose of repaying 
anounts drawn in the first »alf of the year from the credit extended by 
the Export-Import Bank of Washington. Whereas in 1947 there had been large 
redemptions of Canadian securities owned abroad these transactions were 
much smaller in 1948, and in 1947 there had also been the gold contribution . 
by Caneda to the International Monetary Fund of $74 million. 


7 ff 
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A more comprehensive enalysis of the balance of payments and Cenada's 
international investment position will appear in the special report entitled 
"The Canadien Balance of International Payments, 1926 to 1948" to be issued 
at an early date. 


Transactions with the United States 


Moet of the reduction of $734 million in 1948 in the current deficit 
with the United States occurred in the commodity account, net payments for 
merchaniise being reduced from $890 million to $289 million or $601 millions 
The remainder of the reduction, $153 million, was distributed among all 
other current transactions, the deficit in these declining from $245 million 
to $112 million. 


The improvement on commodity account was due to en increase of about 
44% in the value of exports which rose from $1,061 million to $1,508 million 
and to a decline in the value of imports of 4154 million. 


Factors in Canada's Current Account Deficit with the United States 


(Millions of Dollars) 


1929 1937 1946 1947 1948(2) 
Merchandise Trade sais adi ia ane YEE ht 
Imports from UeSeAo (adjusted) 875 463 a Eo 4,951 Ly 797 
Exports(1) to UeSeA. (adjusted) 519 391 948 1,061 1,508 
= 306 a 12 = 430 = 890 + 289 
Non=-monetary gold + 37 +145 + 96 #99 RO OLIS 
Tourist expenditures +103 + 84 +0 86 + 89 + 158 
Interest and dividends =172 =180 = 203 = 259 < 230 
Freight and shipping = 3o = 23 = 68 = lI7 = 64 
All other current transactions = 14 = $l = BBs), Ase Ry = oto 
Total Current Deficit =437 = 77 = §07 1,155 = 401 


(1) Including receipts by War Supplies Ltd. of $55 million in 1946 and $13 
million in 1947. 
(2) Subject to revisione 


The increase in the value of exports occurred in a great many commo= 
dities, including the principal export staplese The increase was particu- 
larly large in lumber, pulp and paper, meat, cattle, coarse grains, non= 
ferrous metals, and agricultural implementse Some of these incrsases 
were due to diversions of exports from overseas markets, like lumber and 
meat, when overseas demand was reduced, and when the export controls were 
removed which had formeriy limited or cut out shipments of many cammodities 
to the United States, because of the need to supply overseas countries or 
because of internal shortages. Improving supplies of other commodities 
like coarse grains also contributed to the higher exports to the lnited 
States when restrictions on exports were withdrawne At the same time the 
market in the United States for some commodities increased appreciably due 
to shortages of supplies end rising demands in the United States. The 
exceptionally high exports of Cenadian aluminum and other non-ferrous 
metals provide an exemple of this developments Reductions in the tnited 
States tariff resulting from the Geneva meetings of the Conference on 
Trade and Employment also made for more favourable entry into the lnited 
States for many Canadian commoditiese Prices in 1948 also contributed 


ey a 
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on important part to the rise in the value of Canadian exports to the 
United States, particularly in the case of forest products and metalso 
But most of the impressive increase cen be attributed to the increased 
volume arising from diversions of commodities, abnormal demands, and 
more favourable tariffs. 


The volume of many types of imports from the United States was 
reduced by the effects of the prohibitions end quotas imposed by the 
Emergency Exchange Conservation programme introduced in November 1947. 
Examples of such declines are the reductions in imports of textiles and 
other consumers! goods. But the value and volume of imports of some 
other groups of commodities rose as a result of higher volume as well 
as the higher prices generally prevailing for most imports from the United 
States in 1948. Examples of impertent increases in value occurred in coal, 
some types of petroleum, and in machinery, the latter being a reflection 
of the continued upward trend in investments in Canadae 


The most important change among other current transactions was the 
reduction in travel expenditures by Canadians in the United States due to 
the restrictions upon pleasure travel involving expenditures of United 
States currency and the prohibitions on purchases by travellers intro= 
cused in November 1947. Total Canadian expenditures in the United States 
on travel declined $40 million in 1948 to #112 million. At the seme time 
United States travel expenditures in Canada continued to increase to $270 
million with the result that the balmce of receipts on travel accowmt 
with the United States rose from $89 million in 1947 to $158 million in 
1948. Another appreciable gain in receipts was from non-monetary gold 
which rose by #20 million to $119 million in 1948 as a result of higher 
production. A favourable trend also developed in freight and shipping 
payments, the balance of which declined $53 million due mainly to the 
reduced commodity deficit with the Wmited States. But only a minor 
decline occurred in net payments on income account from the reduced 
payments of interest. Higher payments of dividends by publicly owned 
companies largely offset reduced payments by subsidiaries and controlled 
companies to United States parent companies. 


Capital movements with the United States in 1948 wera predominently 
inward mainly due to the sale of the new issue of Canadian Government bonds 
of $150 million to a group of insurance companies in the United States, 
and to continued substantial inflows of capital for direct investment 
in Canadae ‘These latter inflows constituted a large part of the item of 
$91 million of "other capital mcvements”. Outflows of capital for the 
redemptions of Canadian securities owned in the United States dollar 
area of 396 million were less than half those for the preceding year. 
Transactions in outstanding securities resulted in only a relatively 
small outflow of capital in 1948. The sale of the new issue of $150 
million was for the purpose of repaying the $140 million which had been 
drtwn in the first half of 1948 by the Canadien Government on the credit 
‘from the Export-Import Bank of Washington arranged for late in 1947. 


Transactions with Overssas Countries 


The reduction of 4347 million in the year in the current surplus 
with overseas countries which was reduced to $873 million in 1948 was 
chiefly in Canada's account with the sterling areao The current sur= 
plus with the sterling area decreased from $874 million in 1947 to 
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$617 million in 1948. The surplus with the United Kingdom declined from 

$633 million in 1947 to $488 million in 1948 as exports fell and imports 
rose. The surplus with the rest of the sterling area fell from $241 

million to $129 million since this group of countries sharply r educed 
purchases in Canada. There was a reintroduction or extension of import 
controls in these countries following the deterioration in the financial 
position of the United Kingdom, as the financial position of these 

countries is closely related to that of the United Kingdom. Resulting 
declines in exports of manufactured goods from Canade. to these coumtries 

were particularly widespread. There was also a smaller reduction in the 
current surplus with other "EoReP.o" countries. Exports to these other 
countries belonging to the Grganization for European Economic Cooperation 
were reduced while imports rose moderately. As a result the current 

surplus with this group was reduced from $281 million in 1947 to 242 
million in 1948. These reductions in Canadian exports to the United 
Kingdom and other overseas countries developed in 1948 as many overseas 
coumtriecs found it necessary to reduce purchases in Canada even though ] 
the introduction of the European Recovery Programme did much to sustain 
effective overseas demend. If this special assistance had not developed i 
during the year there would have been even sharper reductions in Canadian 
exports to overseas countries. 


The value of Canadian exports to the United Kingdom reached a poste 
war peak of 4749 million in 1947 but declined in 1948 to $703 million as 
the volume of exports was reduced appreciably with reductions in the 
quantities of some commodities purchased, like bacon and lumber, and the 
termination of other purchases in Canada like apples and beefs. But a 
major increase occurred in Canadian imports from the lmited Kingdom which 
rose to $287 million from 4182 million in 1947. This increase was the 
result of improving supplies, higher prices, and special opportunities for 
the expansion of British exports to Canada arising from the quotas on 
certain imports like textiles and automobiles introduced by the Canadian 
Government in November 1947 as part of the remedial measures taken at 
that time. These were followed early in 1948 by the temporary suspension 
of Canadian customs duties on certain textiles. Although a substantial 
increase occurred in imports of cottem textiles particulerly, the volume 
of these imported in 1948 was still less than the prewar level and less 
then the export target in the United Kingdome 


Current transactions with all other foreign countries in 1948 resulted 
in a small surplus of $14 million compared with #65 million in 1947. While 
exports to: these comtries rose moderately there was a substantial increase 
in imports chiefly because of larger purchases of petroleum from Venezuela. 
In 1948 there was a deficit on commodity acccunt with this group of cowmtries, 
which includes Latin America, compared with a small export balance in 1947. 

The principal change on capital accowmt with the United Kaneaces ‘in 
1948 was the reduction in the drawings on the Canadian loan to $52 million 
compared with $423 million in 1947. All of the drawings were in the first 
four months of 1948. Other capital movements to the sterling area were 
smaller then in 1947. Repatriations of $18 million of Canadian securities 
were smaller end repayments by the United Kingdom on the 1942 loen of ¥64 
million were less than in the preceding yeare The amount of this loan 
outstanding at the end of 1948 was #304.1 million. There was some increase 
in the amount of the deficit which wes financed by receipts of convertible 
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Statement II = Transactions between Canada and the United Kingdom, Other 
erling Area, other eoRePo' Countries, and ; 


Other Foreign Countries - 1947 end 1948 
(Millions of Dollars) 


Other 
United Other Other "E.eRePe"(1) Foreign 
Kingdom Sterling Area Countries Countries 


1947 1948(2) 1947 1948(2) 1947 1948(2) 1947 1948€2) 


Current Transactions 


“Exports - (adjusted) 749 703 3566 293 3335 296 214 230 
Other Current Receipts 218 220 49 £42 45 59 61 60 
Total Current Receipts 967 923 415 330 378 351 275 290 
Imports - (adjusted) 182 287 160 192 64° 76 178 247 
Qther Current Payments 152 148 4 14 88 34 eee 
Total Current Payments 334 435 L174 206 97 109 210 276 
Current Surplus +635 +488 +24] +129 #281 +242 +65 8 89+14 


Financing of Current 


~ Surplus 


Official Contributions (Covered in 
by Canadian transactions 
Government = = shown with - 7 «= 13 -3l1 -6 


United Kingdom) 
Postwar loans by the 


Canadian Government : 4 
(net) @423 = 52 =l16 <= 5] =-24 <=23 
Other Capital Movements 
(net) (3) + 54 + 32 - 44 = 2 +9 +12 
Sales of Convertible 
Exchange (net) =505 =597 -114 -176 -19° +3 
=874 -617 =281 =242 “65 14 


(1) Includes coumtries belonging to the Organization for European Economic Cooperation 
and their overseas dependent territories. Iceland, Eire, and the overseas dé= 
pendencies of the United Kingdom are included in the other sterling areae | 

(2) Subject to revision. | 

(3) Including balancing item of errors and omissions. 


exchange compared with 1946 and 1947 when the drawings of $963 million on the 
Canadian loen to the United Kingdom were the principal method of financing. 
Receipts of convertible exchange from other overseas countries were also some- 
what larger in 1948 principally because of reduced drawings on the export 
credit loans. Total drawings on these loans amounted to $90 million in 1948 
of which $67 million was credit extended to other "ERP." countries than the. 
United Kingdom and $23 million to other foreign countries. These amounts are | 
exclusive of interest paid by funding during the year. There were principal | 
repayments of $16 million on the loans during the year by "KeReP.” countries. 

In 1947 net export credits to "E.RoP." cowmtries other than the United 

Kingdom were $116 million and to other foreign countries $24 million. 


tice 


Table I = Summary of Preliminary Estimates of Canada's 
International Accounts, 1948. 


(Millions of Dollars) 


United 
Ald Kingdom y te mee United 
J A eo BoRePe Overseas 
Countries and Ster= ; : States 
saat ie Countriss Countries 
Current Account lata Sie . 
Current Balance (Including 
Exports of Official 
Relief) +472 +617 +242 : +14 401 
Contributions of Official 
Relisf = 19 = Olek awe: ae e 
Current Balance (Excluding 
Exports of Ufficial 
Relief) . +453 +617 +229 + 8 ~401 
Capital Account 
Post War Loan to UeKe and 
Export Credits 
Total Drawings on Loans =142 - 52 = 67 = 23 2 
. Prineipal Repayments #165 = we E16 _ : 
“Net Loans =126 563 = 5} =23 « 
New Issue of Canadian Bonds 
in the United States +150 = = = +150 
Retirements of Canadian 
Securities =113 - 14 - $ = =- 96(1) 
Net Purchases of Gutstanding e 
Securities - = 17 = 4 = 2 = = 11¢1). 4." 
Other Capital Movements (2) +152 + 46 7S +12 +910). to 
Ww We 
Net Receipts of Convertible Pi 
Exchange from Overseas 
Countries = 2597 = 176 + 3 +770 
- Balancing Item(3) = 3 +4 o = = 7 
S a 
Balance from above Current 
and Capital Transactions 4496 = = = +496 
Increase in Official Liquid 
Reserves +496 = = = | +496 


(1) Including some capital transactions on account of “other overseas countries". 
(2) Including currency adjustments y§ 
(3) The balancing item reflects errors and omissions. : 


NeBe A minus sign (-) designates payments, outflows of capital from Canada, or a7 
purchases of convertible exchangee 
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me ines 
Table III = Statistics on Canada’s International Investment Position 


Ae Summary - Non-Resident Investments in Canada, 1926-1947 
Millions of Canadian dollars 


1926 1930 1939 1945 1946 1947(1) 


Held in United Kingdom ooocoo.,, 2563603 2576605 2547509 1,75000 1,6680 1,642.0 
Held in United States eee 3519603 4565805 4515104 4,9902¢0 551570 5518720 
Held in Other Countries oooe 170.0 188.0 286.0 352.0 $5320 $4620 
Total = Non-Resident Invest-= 

ments in Canada oooo 6,002.6 7561508 6591303 7,092.0 7,178.00 7517520 
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Be Summary = Book Value of United States Direct Investments in Canada 
in Companies Controlled in the United States, 
_by Forms of Investment, 1926-1047 


Millions of dollars 


192 «1980 dasa tous teas 947 (1) 
Capital Stocks NOTE Nas oiuig 1,000.0 1,329e4 1,289.2 1,615.0 1,691.0 1,796.60 
BondS cecocccevess0000000000 18706 33605 30508 29200 320.9 300 20 
Other Investments ooccccccce 21409 32700 28569 399.0 417.0 448.0 


Total ceocovccccesccccs0cc0e® 1,402.5 1,992.7 1,)8809 2530400 2542800 255440 | 
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Ce Summary - Canadian Assets Abroad, 1930-1947 
taxcluding Investments of Insurance Companies) 
(Millions of Canadian dollars) 


1930 1939 1945 1946 1947 


wee EE SS a Samal? 


Direct Investments in Businesses Outside of Canada 443 671 720 Tie 822 
Portfolio Holdings of Foreign Securities coccocese g42 «719 «©6621 «4° 5520 Te 


Government Credits SCOHOCHDECEHOGOOO TSC CE STOTCSEOBOSCEOS 31 GN l 707 1,362 1,816 
Net External Assets of Canadian Banks ccsssseseccs 180 Coy site i) WZ) ees 
official Liquid Reserves (3) ©0008 O2HKHHHHHHOHOOFO® (2) 444 1,667 1,291 511 


1,496 1,865 3,715 3,956 3,728 


| 
J 


(1) Subject to revision 

(2) Not available. (3) Including holdings of gold which at the end of 1945 had a 
Canedian dollar value of $388 million, $536 million in 1946 and $286.6 million 
in 1947. 

NeBe A more detailed analysis of British and Foreign Investmnts in Cenada and 
Cenadian Investments Abroad will be published in The Canadian Balsnce of 
International Payments, 1926-1948. 
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The Canadian Balance of International Payments, 1949 


Canada's current account surplus with all countries in 1549 declined to 
$180 million from the surplus of $452 million in 1948, but this compares with a sur- 
plus ef only $47 million in 1947. A reduced export balance on commodity account was 
the principal contributor to a smaller current surplus in 1949. Trends in other 
current transactions were also generally adverse. 


These changes in 1949 occurred chiefly in the current account with the 
United Statese Canada's current deficit with that country expanded sharply to $594 
million from $393 million in 1948. The greatest single change was the growth in the 
value of imports which rose ebout &%, reaching a level not far below the peak year, 
1$47, when prices were lower. The rise in value over 1948 is due to a combination of 
net price increases and a higher volume but the volume continued to be significantly 
less than in 1947 before import restrictions were introduced. Canadian exports to 
the United States continued to have an exceptionally high valueo Most of the adverse 
trends in other current transactions also appeared in the acccunt with the lmited 
States. The most notable of these were the increase in income payments by Canadian 
companies to parent companies and other shareholders in the United States and the 
sharp contraction in the net receipts from international travel expenditures. This 
balance of receipts was reduced by a sharp rise which occurred in the expenditures of 
Canadians on travel in the United States at a time when only a slight increase 
occurred in the value of Wnited States tourist expenditures in Canadae 


There was at the same time a significant decline in the current acccunt 
surplus with overseas countries but this was both proportionately and absolutely 
less than the increase in the current account deficit with the United States. The 
decline in the current surplus with this group of overseas countries as a whole was 
from $845 million in 1948 to $774 million. The current surpluses with the United 
Kingdom and with the non~-sterling overseas countries were both less than in 1948 but 
the surplus with the other countries of the sterling area was slightly higher in 1949 
than in the preceding year. The reduction of $43 million in the surplus with the 
United Kingdom resulted from divergent trends in receipts and paymentse While receipts 
declined slightly there was also a slight rise in current payments to the United 
Kingdom. The reduction in receipts was mainly in such current itema as shipping 
receipts and transfers of immigrants’ funds while the principal change in payments 
was an increase in Canadien imports from the United Kingdome The slight gain in the 
current surplus with the rest of the sterling area was mostly due to the larger total 
of exports which were maintained by exceptionally high shipments of certain commodities 
like wheat and railway equipment to India and the Union of South Africae The decline 
in the current surplus with other overseas countries was almost all due to reduced 
receipts from exports to Continental Europe and to lower revenues from freight and 
shipping serviceso Total current payments to this group of countries as « whole 
declined moderately with most of the decline in imports from countries other than 
ahe “B.R.F.” groupe 


Influencing this trend in the Canadian balance of payments with overseas 
countries have been the exchange and balance of payments problems of overseas countries 
centering around their shortage of dollars. These overshadowing problems have led to 
restrictions by most overseas countries in expenditures in Canada and other dollar 
countriese The consequent effects upon Canadian trade in many commodities have been 


greater than appear in the trend in the totals shown with overseas countries as a 


whole. This is because of unusually large exports of certain commodities in 1949. 
Exceptionally large deliveries of wheat to a number of countries and of certain 
other special exports, like railway equipment, assisted in maintaining the total 
value of exports from Canada to overseas countries in a period when declines in 
other commodities were widespread. At the same time Canadian imports from most 
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fable I = Summary of Current and Capitel Trensactions 
setween Canada an wher Countries, = 7 


(Millions of Dollars) 


1945 1946 1947 1948 1949(1) 
Current Account 

Gross Current keceipts 4,456 3,965 3,746 4,147 4,070 
Gross Current Payments 2910 2,905,,- 3,661. 5,616 nen one 
Current Account Balance +1,546 + 460 + 85 + 471 #4x+ 180 

Current Deficit with UoSoAo + 36 = 607 ~-1,135 = 393 = 594 

Current Surplus with Overseas 

Countries +1,510 +1,067  %1,220 + 864 + 774 
Official Contributions to 
Overseas Countries = 858 = 97 = 38 - 19 = 
Net Balance on Current Account + 688 + $63 + 47 + 452 + 180 
(Excluding Official Contributions) 
Capital Account 

Net Post War Loans by Canada (2) = 105 = 750 - 563 - 126 = 107 
Repayments by U.K. on 1942 Loan + 64 +» 89. * 104° “+ 640 eee 
Financial Settlement with UWeKe = * 150 = = - 
Interim Advances to British Countries - 209 .- 112 = - - 
Net Retirements of Canadian 

Secutiries Held Abroad 7 = ob 20: pan Shiota ye’ goon state) ne eee 
All other Capital Movements (net) (3) + 349 + 324 = 36 + 69 + 98 
Net Change in Official Liquid ? 

Reserves ee 2 ee gn yey até 

‘ ; : 0 pr pe= 
Decrease (+) mrp 743 . 
Increase (=) 667 496 154 


= 688 -+- 3865 = 47 - 452 - 180 


(1) Subject to revision. 424 es a 
(2) Excluding interim advances to British Countries. 4 
(3) Including small balancing items of errors and omissions¢ °/3 


_ 


overseas countries only rose moderately because of the difficulties of supply abroad 
and the diversionary effects which alternative markets in soft currency countries 
had upon the available supplies of commodities required by Canada. 


The rise in Canada's official reserves of 4119 million U.S. was less 
then the current account surplus of $180 million with all countries as there were 
small net outflows of capital leading to the use of reserves in 1949. This contrasts 
with 1948 when capital movements contributed to the increase in position which rose 
$496 million although the current account surplus was only $452 million in that yeare 
The principal capital movements contributing to the net outflow of capital in 1949 
(exclusive of the increase in official reserves) were further drawings of $120 mil- 
lion on the Canadian loan to the United Kingdom. Other capital transactions, although | 
predominantly inward, were insufficient to offset all of this type of outflow in 1949. 
Principal among the capital inflows in 1949 were continued inflows connected with the 
establishment and development of direct investments in Canada by United States and 
British firms and increases in certain non-resident balances in Canadian dollars. In 
1948 the sale of the issue of 4150 million in Government of Canada bonds in the 
United States was an unusual feature contributing to the net inflow of capital in 
that yearo 


eee 


Canada's official reserves of gold and United States dollars at the end 
of 1949 amounted to $1,117.1 million compared with $997.8 million at the end of 1948 
and $501.7 million at the end of 1947. The increase of $119.3 million has a Canadian 
dollar equivalent of $134 million, the figure which is entered in the Canadian capital 
account where all figures are expressed in terms of Canadian dollars. 


Among special factors of significance to the Canadian balance of payments 
in 1949 were the currency revaluations of September. Chief among these were the de-~ 
valuation of sterling by 0.5% in terms of the United States dollar or 23.5% in 
relation to the new value of the Canadian dollar and the widespread devaluation of 
other currencies by varying amounts in the same period. The new vaiue of the Canadian 
dollar established at the same time reflects a depreciation of close to 9.1% in req 
lation to the United States dollar. While some effects of the currency revaluations 
of September upon the Canadian balance of payments were immediate and discernable 
other effects are more difficult to evaluate or less immediate in appearing. For 
exemple, the 1949 statement does reflect, in the period following the rate change, 
the higher Canadian dollar value of imports from the United States and from other 
countries maintaining the value of their currencies.» Similarly in that period the 
Canadian doller equivalent of imports from the United Kingdom and from other countries 
depreciating their currencies in relation to the Canadian dollar was lower than would’ 
have been the case before the rate change. Likewise most exports to the United States 
and other countries whose currencies are now appreciated in relation to the Canadian 
dollar have a higher Canadian dollar value. Some changes in the volume of exports 
end imports in the latter months of the year may also have been among the immediate 
effects of the devaluations. But the indirect and long-run effects of devaluation, 
which did not have time to show themselves in 1949, are those which will arise from 
such factors as new price relationships and changing elements in supply and demand. 


General Trend in Merchandise Trade 
SLAC ate Bg att ees le na aay Seater ek 


Most prominent among changes in the Canadian current account in 1949 was 
the sharp reduction in the export balance on merchandise account with all countries 
from $452 million to 9293 million. This resulted from a small contraction in the 
value of exports combined with a moderate increase in the value of imports. The 
reduction in exports occurred in exports to foreign overseas countries, principally 
Continental Buropeo The rise in imports occurred in the value of purchases from 
the United States, there being a slight decline in the total value of imports from 
overseas countries as a groupe 


Table 2 = Changes in Merchandise Exports and Imports, 1949 


(iillions of dollars} 
EXPORTS IMPORTS 
Net Net 
1948 1949 Change 1948 1949 Change 
1949 1949 
United Kingdom 0000000000 703 701 = 2 287 300 + 13 
Rest of Sterling area oee 293 OOK ume ata td, 192 187 - 5 
Other "ERP." Countries. 296 246 = 50 75 79 + 4 
United States scceoscccsc0e 1,508 1,521 + 13 Lp toe 1,899 +102 
Uther Countries @000000090 230 paral | — S] 247 231 - 16 
SO ee A en one Eee ee ae Pa ata eke ee ot Pa 
Total, All Countries ecooe 3,050 ree let] - 4] 2,598 2,596 + 98 
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The principal reason for the contraction in the export balance to all 
countries was the expansion which occurred in the import balance with the United 
States which rose from $289 million to $378 millione Most of the growth in total 
imports occurred in imports from that country while exports to the lnited States 
were maintained in value for the year as a wholee But a small part of the dete- 


rioration in the commodity surplus occurred in the export balance with other foreign 


countries which declined from $721 million to $671 million. This chiefly resulted 
from the sharp contraction in exports to Continental Europe, with a drop in imports 
from foreign overseas countries offsetting a small part of the reduced exports. 
Exports to the sterling area were slightly higher while imports from the sterling 
area were slightly lower, a decline in imports from the rest of the sterling area 
being a little larger than the small rise in imports from the United Kingdom. 


Various predominant influences affected the annual totals of trade. 
Exports to most overseas countries were affected throughout the year by import 
restrictions abroad arising from the general dollar shortages The period up to 
the late summer was also influenced by business readjustments in the United States 
and the resulting declines in exports due to reduced demand in that country. This 
influenced the level of exports early in the year when appreciable declines in vo- 
lume oecurred from the level of the previous yeare During the same period the 
level of Canadian prosperity maintained heavy demands for imports during a period 
when supplies abroad were improving and import restrictions were being relaxedo 
But a revival of United States demand for many primary commodities in the latter 
part of the year, combined with the immediate effects of devaluation, led to a 
sharp rise in the value of Canadian exports to the United States in the closing 
months of the yeare In contrast during the same period the volume of Canadian 
imports from the United States fell off appreciably due partly to interruptions 
to the supplies of coal and steel in the United States. These divergent inf luences 
and their resulting trends led to small export surpluses with the United States in 
the last two months of the yearo 


Trend in Exports 


The volume of Canadian exports in 1949 declined slightly more than the 
drop in value as export prices were higher during the yeare The volume was 50% 
lower during the first half of 1949 than in the corresponding period of 1948 and 
approximately 17% less than in the second half of that yeare The volume of exports 
in the second half of 1949 rose appreciably though it was still less than in the 
corresponding peak period of 1948. 


Higher prices and a concentration of shipments of some commodities like 
wheat served to partly offset some of the effects of unfavourable trends in foreign 
demand in 1949 which led to reduced purchases of many commodities. Although the 
total of exports was down in 1949 there were some notable gainse Chief among 
these was a larger volume of wheat at higher average prices than in the previous 
year. As this was sufficient to more than of fset declines in a number of other 
groups of farm products, exports of the agricultural and vegetable products group 
rose in value by 20%. ‘The non-ferrous metal group also rose in value due to 
general increases in exports of most metalse Other metal products also rose due 
chiefly to large gains in exports of farm machinery, locomotives and railway equip=- 
ment which more than offset declines in other metal products such as automobiles 
and partSe 


But declines were general over a wide range of manufactured goods due 
to import restrictions abroad. Declines also occurred in the value of exports of 
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forest products, the largest export group in 1949. Exports of most of the important 
types of commodity in this group declined, particularly lumber and wood pulpe The 
chief exception was newsprint paper which rose, influenced particularly by the in= 
 glusion of Newfoundland production from April on. Exports of animals and animal 
products were also lower than in 1948 when there was a concentration of shipments 
following the removal of the embargo on certain exports to the United States. The 
sharp decline in shipments of bacon and eggs to the lmited Kingdom accounted for 
the largest part of the decline in exports of animal products. Other notable de- 
clines occurred in shipments of asbestos which were interrupted by the strike early 
in the year and in exports of ships which were about half the level of 1948 when 
there were large deliveries of new vesseis as well as sales of older ships. 


————— 


Table 3 - Exports of Selected Commodities from Canada to All Countries, 
1948 and 1949 


(Millions of dollars) 


i 1948 1949 
Wheat 243 00 43502 
. Wheat flour 12502 97 of 
Other grains 7503 6405 
_ Fish and fishery products 85.00 9307 
Cattle 7309 61.4 
Bacon 7000 24.2 
Other meats 6304 4309 
Eggs 3902 2009 
Newsprint 38301 43309 
Wood pulp 21106 17007 
_ Planks and boards 196.0 16004 
: Non-ferrous metals and products 39509 426 06 
Ferm machinery 7308 92.05)", 
Other machinery 40 05 31.8 
Ships 81.4 4102 
Automobiles and parts 9520 3807 
Locomotives and parts 8.8 28el 
Railway cars and parts 606 21.9 
Textiles and fibres 4506 2502 


Concentration of exports in a few staple commodities is indicated by 
the higher ratios which some of the leading commodities occupied of total exports in 
1949. Such leading commodities as wheat and flour, newsprint, other paper and wood 
pulp, and lumber and pulpwood constituted 40.2% of exports in 1948. In 1949 the 
ratio occupied by this group of principal exports rose to 45.0% due to the higher 
value of wheat and newsprint. Each of the other types of commodity in the group 
declined in value in 1949. A similar trend is evident in the field of manufactured 
products. While manufactured products occupied a smaller proportion of the total 
exports in 1949 a larger portion of these products was concentrated in a few special 
types than formerly such as agricultural implements, locomotives and railway equip= 
ment, and aircraft. Declines were general in other types of manufactured commodities 
such as automobiles and parts, rubber manufactures, textiles and ships. In 1949 these 
above special export products which rose constituted almost one-third of exports of 
genercl manufactures (excluding newsprint) whereas in 1948 they amounted to less than 
one-fifth of the total manufactured goods. 


= §6 = 
Trend in Imports 


The trend in Canadian imports was upwards in the early part of the year 
being influenced by slightly higher prices, the strong demands springing from the 
level of Canadian prosperity, and by some relaxations in import restrictionse The 
volume was substantially higher in the first half of the year than in the same 
period of 1948 but an apparent softening in demand and some interruptions to the 
supply of fuel and steel appeared in the second half of the yeare Consequently the 
volume of imports in the second half of the year declined and was less than in the 
second half of 1948. The most notable declines occurred in the last quarter of the 
yearo For the year as a whole the volume of imports appears to have been slightly 
higher than in 1948. While these opposite trends within the year were to a large 
extent offsetting in the period as a whole there were significant changes in the 
volume of certain groups of commodities imported in the two years. 


to Canada from All Countries, 


(Mallions of dollars) 


poasii< ai 1949 


Crude petroleun 192.0 189.4 
Petroleum products 109.8 85035 
Coal 186.4 141.1 
Agricultural machinery 140.0 L772 
Mining and metallurgical machinery 2200 3304 
All other machinery (20406 194.5 
Automobiles and parts 12806 162.02 
Rolling mill products 8309 98) 
Non-ferrous metal products 155.8 17407 
Cotton and manufactures 135638 140.4 
Wocllen manufactures 115.1 10061 
Chemicals and products 118.4 150.7 
Fruits and vegetables 67el 91-8 
Sugar and products 71.8 7lel 
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Particularly notable declines occurred in 1949 in the volume of imports 
of coal and petroleum products. Reductions in volume also occurred through a wide 
range of consumers’ goods and certain types of non-farm machinery and equipment. 

In contrast the volume of many other commodities was higher of which examples are 
primary steel, tractors and other agricultural implements, passenger cars, many 
other metal products, and raw cotton. Improving supplies in the United States made 
possible these increases as the accumulation of Canadian demands had not been 
satisfied. The declines in volume can be attributed in some cases to a development 


of Canadian sources of supply as in the case of petroleum products, to interruptions 


in supplies in the United States as in the case of coal, and to some decline in 
Canadien demands from recent peaks as is reflected by the lower imports of many 
types of non-farm machinery and equipment. 
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Price Trends 


Treads in export prices in 1949 were varied. Average export prices 
during the year to September were declining from the high level at the opeming of 
the yeare But in the first half of 1949 taken as a whole average export prices were 
8% higher than in the seme period of 1948 and slightly higher than in the second 
half of that year. However, the effect of the currency devaluations in September 
was to raise the Canadian dollar value of a large group of exports by an equivalent 
amounts Consequently average export prices in terms of Canadian dollars recovered 
from part of the decline which had occurred in the first three quarters of the yearo 
Average import prices were elso slightly higher in 1949 than in 1948. Similarly the 
trend in these prices was downward during the year to September but following the 
devaluation of currencies in that month the average of all import prices roseo 
Because of the declines in export prices during the year and a possible rise in 
import prices by the end of the year the terms of trade at the year end were some= 
what less favourable than at the beginning of the yearo For the year as a whole 
there appears to have beer only 4 slight shenge in comparison with 1948. 


The general effects of the entry of Newfoundland into Confederation upon 
statistics employed in balance of payments statements should be noted. These effects 
are influenced by the practice of dealing with Newfoundland transactions before Con= 
federation. At that time the most significant group of transactions on Newfoundland 
account, net U.S. dollar receipts, wes included in miscellaneous current transactions 

‘while Canadian commodity trade with Newfoundland was excluded from the merchandise 
account shown in the balance of payments statement as transactions were within the 
Canadian dollar area. Since Confederation Newfoundland trade with other countries 
has been included in the merchandise account and has contributed to the export bae 
lance shown in the balance of payments. An export balance of $56.4 million is 
indicated from identifiable transactions in the nine months from April to December 
1949. This is exclusive of imports for consumption in Newfoundland through Canadian 
Customs ports outside of Newfoundland. But entries in 1949 in the item, miscellaneous 
current receipts, to account for receipts of UeS. dollars on Newfoundland account have 
been reduced substantially as these transactions were limited to the early months of 

the year. Other entries on Newfoundland account elsewhere in the Canadian balance 
of payments in 1948 were comparatively smalle The net effect of the change has been 
to add net credits to the Canadian current account in 1949 as the export balance on 
commodity account appears to hare been considerably greater than the reduction in 
entries in the item, miscellaneous current receiptse 


Trend in Other Current Transactions 
TELS ai pa lhe ie eat iich aed oabenmaetne aiee 


The effect of all current transactions other than merchandise trade was 
to produce a large deficit with all countries of $113 million in 1949 compared with 
a surplus of $39 million in 1948. But in the former year there were also contribue 
tions of official relief amounting to $19 million which offset exports of a similar 
amount. These did not recur in 1949. The principal changes in 1949 in other current 
items occurred chiefly in an increase in current payments. Gross payments excluding 
official contributions rose by $116 million while gross receipts were $36 million 
less. Larger net payments on income account which rose by $52 million and a decline 
in the balance of receipts on travel and tourist account of #49 million were the 
principal sources of the adverse trend in 1949. Unfavourable trends also occurred 
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in net receipts on freight and shipping account and in net receipts of migrants ® 
funds and inheritances. Net receipts from these two accounts declined by $29 
million and $21 million respectively. Net payments for services and other current 
items also were higher during the year by $31 million. This is the change exclusive 
of official contributions which in 1948 were $19 million. The only favourable trend 
among the usual major current transactions was shown by non-monetary gold which rose 
by $20 million. 


The increase in net payments on income account arose from the sharp ine 
crease which occurred in the dividends paid by Canadian subsidiaries to parent come 
panies in the United States. The increase in these payments in 1949 was a reflectio 
of the growth in 1948 earnings by this group of compenies which were mainly remitted 
in 1949. Dividends paid by public companies to non-resident shareholders remained 
comparatively stable in the aggregate as did also interest payments to non-residents, 
The increase which occurred in receipts of incomes was due to larger receipts of 
interest by the Canadian Govermment on Export Credit loanse 


The deterioration in net receipts on travel and tourist account arose fro 
the sharp increase in the expenditures of Canadian travellers in the United States 
and elsewhere. More than half of these increased expenditures originated from 
purchases by tourists of goods whose entry was permitted by the removal of import 
restrictions on imports by travellers under the $100 exemption privilege. Some 
increase also took place in the volume of Canadian travel to overseas countrieso 
The expenditures of United States travellers in Canada remained comparatively stable 
in 1949 with the result that the balance of receipts was sharply reduced by the rise 
in Canadian expenditures. The relative stability of total expenditures of American 
tourists was after some varying trends in certain sectors of the trades A decline 
occurred in the expenditures of shorter-term visitors but this was offset by a 
larger volume of motorists and other longex-temn visitors. 


The drop in net receipts on freight and shipping account resulted from 
various changes in the background affecting these transactions during the yeare A 
lower volume of exports led to generally reduced receipts. But the revenues from 
inlend freight in Canada were partly maintained by higher freight rates. Also 
affecting the amount of shipping receipts was ths reduced size of the Canadian 
merchant fleet which was reduced by sales of vessels both in 1948 and 1949. The 
full operation and revenues of the remaining Canadian ships were also affected 
adversely by increasing competition from abroad, which was intensified by currency 
devaluations in September. These various factors cut Canadian receipts from freight 
and shipping materially but part of these declines was offset by a reduction in 
freight payments made by Canada on imports, a ccnsiderable portion of which was due 
to the reduced volume of coal imported in 1949. 


The reduction in net receipts of immigrants’ funds originated almost 
entirely from the decline in the volume of immigration to Canada and the effects of 
currency restrictions on transfers of funds to Canada. Cutflows of funds arising 
from Canadian emigration were maintained at about the same level as in 1948. 


The increase in net payments for the remaining group of current pay= 
ments arises from a variety of changeso Gross payments were higher partly due to 
the higher Canadian dollar value of these following devaluation while gross current 
receipts were lower. One prominent influence on this latter decline was the change 
in the practice of dealing with net receipts on Newfoundland account which had 
added substantially to the item in 1948. 
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In addition there were debits in 1948 of $19 million arising out of the 
final expenditures of the Canadian contributions to UNRRA and post-UNRRA relief which 
did not recur in 1949. These are included in the totals of all other current pay- 
ments shown in detailed statements of the current account, The amount of exports 
financed in this way in 1948 was made up of $13 million to other "E.R»P.” countries 
and $6 million to other foreign countries. 


The rise in the value of non-monetary gold is a reflection of increased 
production made possible by improved supplies of labour and new mines and the higher 
Canadian dollar value of gold production following the devaluation of the Canadian 
dollar in September. 


Capital Movements 


The net movement of capital between Canada and all countries, apart 
from the rise in official reserves, was outward in 1949 in contrast to a small inward 
movement in 1948. This net outward movement of $43 million in 1949 compares with a 
net inward movement of $40 million in the former year. This change in net movement 
arose primarily from the absence in 1949 of the large special inflow which had 
resulted in 1948 from the sale in the United States of a bond issue of $150 million 
of the Government of Canada, combined with a continuation in 1949 in the extension 
of credit to the United Kingdom by the Canadian Government to finance exportse 


In the two previous years, 1946 and 1947, there had been very large 
net outward movements of capital contributing to the reductions in official reserves 
in those years. These outward movements arose mainly from the large volume of ex= 
ports financed by loans and advances by the Canadian Governnento 


The principal changes occurring in the di rection and relative significance 
of the different capital movements in 1949 compared with the general pattern of the 
Canadian capital account in 1948 follow. In the former year the sale in the United 
States of $150 million of Canadian bonds was an outstandingly large transaction con- 
tributing to capital inflows. But in 1949, although there was a new Canadian Govern- 
ment issue in the United States of $100 million, this was for the purpose of refinan= 
cing two government guaranteed issues being retired late in 1949, and one issue in 
February 1950. As most of these issues were held in the United States only a com- 
paratively small inflow of capital arose from the holdings of the bonds by residents 
of Canada, along with the small temporary inflow prior to the redemption of the 
issue of CeNoRe bonds in February 1950. As a result of these security transactions 
and of the retirement of other Canadian securities owned outside of Cenada there 
was a small outflow of capital in 1949 compared with a net inflow in the earlier 
year, arising from the amount by which the sale of the new issue in 1948 exceeded 
all retirements in that year of Canadian securities owned outside of Canad&e 


Another group of inward capital movements which occurred in 1948 on a 
larger scale than in 1949 were the repayments by the United Kingdom on the 1942 loan 
which declined from $64 million in 1948 to $5 million in 1949. 


There were, however, in 1949 other types of inflow of capital which had 
not occurred in 1948. These took the form of a substantial rise in certain non- 
resident balances in Canadian dollarse 


Drawings of $120 million on loans by the Canadian Government to other 
countries in 1949 were limited to the $10 million a month released from the remainder 
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of the post-war credit of $1,250 million to the United Kingdome By ths end of 1949 
the total which had been drawn on this loan amounted to $1,135 million. Drawings 
on this loan in 1948 had been limited to $52 million. But in that year drawings on 
bxport Credit loans to other countries totalled g90 million. In the same year 
principal repayments on these Export Credit loans amounted to $16 million, leaving 
net drawings of $126 million on post-war loans. In 1949 there were no further 
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drawings on the Export Credit loans to other countries as the drawing periods of the © 


loans had expired and the only capital transactions connected with the Export Credit 
loans were the repayments of principal of 915 millione Consequently net drawings on 
post-war loans and Export Credits in 1949 amounted to $107 million compared with $126 
million in the previous year, $563 million in 1947, $750 million in 1946, and $105 
million in 1945. 


Among all other capital movements in 1949 the largest were the inflows 
connected with the establishment and development of direct investments in Canada by 
United States and British firms. These were somewhat heavier than in the earlier 
year with the larger amount of the total being employed in the development of 
natural resources. In addition there were some liquidations of Canadian assets 
owned outside of Canada, further adding to the net inflows of capital. Also con- 
tributing to larger net inflows through this group of transactions in 1949 was the 
change in the direction of the international trade in outstanding securities between 
Canada and other countries. There were net sales of outstanding Canadian and 
American securities by Canada to other countries, principally the United Statese 
Although the balance of $22 million oontinued to be relatively small it compares with 
net purchases of $17 million in the previous year. These various miscellaneous 
capital movements of a predominantly inward direction had the effect of offsetting 
part of the other outflows described aboves 


As a result of the above divergent capital movements there was a come 
paratively small net outward balance to the movements of capital referred toe This 
contrasts with the result in 1948 for the corresponding movements when there were 
net inflows contributing to the rise in official reserves. In 1949 in contrast the 
rise in the official reserves was less than the balance on current account. 


Transactions with the United States 


The principal change in Canada's current account in 1949 was the increase 
of $201 million in the current deficit with the Imited States which rose from $393 
million in 1948 to $594 million in 1949. This deterioration in the current account 
balance was due to a variety of factorse The largest single change was an increase 
of $89 million in the deficit on merchandise account which rose to $378 million. 

This was due entirely to the growth in the value of imports as the value of exports 
was slightly highero The deficit from all other current transactions with the United 
States rose from 9104 million in 1948 to $216 million in 1949. The most important 
contributing factors to this deterioration were the decline of $48 million in net 
receipts from international tourist expenditures, an increase of $55 million in net 
payments on income account, and an increase of $38 million in net payments on account 
of miscellaneous current transactions. An increase in the value of gold production 
of 920 million and a drop of $9 million in net payments on freight and shipping 
account only offset minor parts of the above increases in expenditures. 


A predominant factor influencing the trend in the merchandise account in 
1949 was the divergence of economic conditions in Canada and the United States. While 
United States demand, particularly in the middle part of the year was reduced by 
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business readjustments occurring mostly in the first half of the year, there was a 
maintenance of Canadian demand throughout most of the year by the contimued high 
level of business activity in Canada. This sustained Canadian prosperity led to an 
appreciably higher volume of imports from the United States in the earlier part of 
the year which together with higher prices contributed towards the increased value 
of Canadian imports from the United States. Relaxations of some restrictions on 
imports and improving supplies of commodities also influenced the increased importsSe 
But in the latter months of the year the strikes in the steel and coal industries 
jn the Uited States led to interruptions in supply which affected the volume of 
Canadian imports. While the value of Canadian exports was slightly higher than in 
the preceding year this was due to higher average export pricese The volume of 
some exports to the United Stetes was lower in the year as a whols than in 1948. 
During the period of business readjustment reductions in volume were widespread 
but later these were partly offset by a higher volume following the revival of 
demand later in the yeare 


Table § = Factors in Canada's Current Account Deficit with the United States 
oe ee a en 


(Millions of Canadian Dollars) 


Net 

1929 1957 1946 1947 1948 1949(2) Change 

1949 

Merchandise Trade ay i Bae TS 
Imports from UeSeA. (adjusted) 875. .463 1,378) 1,952, 11,797 1,899) («=102 
Exports(1) to UsSeA. (adjusted) 519 391 948 1,061 1,508 1,521 + 13 

Senha To) = 400 = L090, = LOU bate oueeeoey 
Non-monetary gold +37 +145 + 96 * 99 +119 +139 + 20 
Tourist expenditures +103 + 84 + 86 + 89 +154 + 106 = 48 
“Interest and dividends 3172. «180°.- 203. =.239 ~ 230. =) 286:5.-856 
D Preight and shipping miS5 ow 23. he. GBi veel 7.c= <825 16.9 75o eehee 
All other current transactions - a4. es. Ola ve» 8881) Wee e6buen: 205 = 38 
Total Current Deficit -437 = 77 «= 607 -1,135 = 393 =- 594 -201 


(1) Including receipts by War Supplies Ltd. of $55 million in 1946 and $13 
million in 1947. 


(2) Subject to revisions 


Although the total value of exports to the United States was maintained 
in 1949 for the year as a whole this was due to opposite trends in different groups 
of commodities and to varying trends during the yeare Exports of metals and metal 
products and agricultural and vegetable products were higher in value. But most 
of the increases in these groups were offset by reductions in the value of exports 
‘of other groups, a large part of which occurred in forest products and animal productse 
Particularly notable among the increases in exports were such items as iron ore, 
agricultural implements, newsprint, base metals, and certain grains. Although there 
was a general decline in exports of forest products which was notable in wood pulp 
and certain types of lumber, exports of newsprint end some kinds of lumber reached 
new high levelse While the value of exports of live cattle showed some declines 
from the record levels reached in 1948 following the removal of embargoes the total 
exported remained high and exports of beef were higher. Exports to the United 
States in 1949 amounted to more than half of the total recorded value of Canadian 
shipments, the percentage being 50.2% compared with 48.8% in 1948 and 32.8% in 1938. 
The percentage of adjusted exports as appears in the balance of payments statement 
was 50.9% in 1949. 


al ore 


The increase in the value of imports from the United States occurred in 
each of the main groups except non-metallic minerals which reflected declines in 
imports of crude petroleum and products and coal. While some of the increase in 
value can be attributed to the higher Canadian dollar cost of imports from the 
United States following devaluation most of the increase in the value of imports al 
occurred in the months prior to September, a period when some Canadian demands seem - 
to have been highest and when supplies were unaffected by the strikes occurring in 
the latter months of the year. Almost two-thirds of the increased value of imports © 
in 1949 occurred in the metal products groups. Demands were particularly heavy for © 
commodities in these groups in the earlier part of the year when supplies were unin= 
terrupted. Further contributing to these gains in value were the price increases 5 
among these commodities which were larger and more general than in other groupse . 


but declines occurred in the volume of imports from the United States 
in the latter months of the yeare This decline in the latter months of the year 
appears to have been influenced by a variety of factors. The over-all decline in © 
the volume of imports in the fourth quarter can be mainly traced to the falling off © 
in imports of iron and its produs%s end non-metallic minerals. Supplies of many 
commodities, like coal and primary steel, entering into these groups were effected 
by the strikes in the coal and steel industries in the United States in the latter 
months of the years But the declines appear to have been due to other factors as 
well, as in the case of metal products where in perticular the volume of many types 
of machinery imported was reducede Some reductions in Canadian demands, which had 
been satisfied in-earlier periods, seem to have occurred. At the same time there 
were affecting all types of imports from the United States the higher Canadian 
doller costs of purchases in the United States following the devaluation of the 
Canadian dollar in September. 


G@uly a part of the increase in imports from the United States in 

1949 seems to be attributable to relaxations in import restrictions imposed under the. 
Emergency Exchange Conservation Acte The increase in official reserves made it 
possible to remove some of the restrictions. While many of the resulting increases 
were proportionately large they only accounted for a portien of the total rise in 
the value of imports in 1949. Among the relaxations affecting imports in 1949 was 
the removal of some commodities from the prohibited list at the beginning of the 
yearo In addition there was a general removal of controls on imports of fresh ' 
fruits and vegetables at the beginning of October 1949 following increases in quotas 
applying to these commodities on two earlier occasions, October Ist, 1948 and April ls 
1949. At the latter date the quotas on textiles had also been increased by approxie — 
mately 25%. Other relaxations early in 1949 led to increased imports of a variety 
of production materials and capital goods when the allotment permits were increased 
substantially. Controls on imports of primary iron and steel were also modified 
during the year making larger imports possible as the supply improvede Removal of 
restrictions on incidental purchases by travellers under the $100 exemption privilege 
at the beginning of the year also led to increased imports. 
4 

The proportion of Canada's total recorded imports bought from the United | 
States increased from 68.5% in 1948 to 70.7% in 1949 but remained below the corres= 
ponding 1947 retio of 76.7%. Part of the increase in 1949 arises from tourist pure 
chases which however are included in the balance of payments in the item of tourist 
expenditures rather than the merchandise item of the balance of payments. 


The decline in the net receipts on international t ravel account between 
Canada and the United States was due to the sharp rise in expenditures of Canadians 
on travel in the lWnited States which at $164 million showed an increase of 451 
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million, or 45% over 1948. This was a much greater increase than occurred in the 
personal incomes of Canadiens. More than half of this increase in expenditures by 


travellers was due to tourist purchases under the $100 exemption privilege fole 


: 


lowing the relaxations of import prohibitions on these purchases at the beginning 
of 1949. The remainder of the increase resulted from a larger volume of traffic 

end from higher average expenditurese United States expenditures at $270 million 
remained close to the total of the previous years In this connection it should be 


noted that total personal incomes in the United States in 1949 did not change 


significantly even with the business recession which took place during the years 


While the volume and expenditures of longer-term Am rican motorists and certain 


other groups of tourists were higher, there were declines in the expenditures by 


the short-term local classes of traffice The latter declines appear to reflect a 


falling off in local purchasing at border communities. 


The increase in the deficit on income account was due to a sharp rise 
in total payments to $325 million. This increase was in dividends paid by Canadian 
companies to the United States. These payments rose from 183 million in 1948 to 
$242 million in 1949, a new peak comparing with $139 million in the year 19358. The 
increase was concentreted in dividend payments by Canadian subsidiaries to parent 
companies in the United Stetes and reflects the high earnings of 1948 which were 
remitted in 1949. Dividend payments by public companies to portfolio shareholders 
in the United States were comparatively stable. Interest payments on Canadian bonds 
and debentures held in the United States declined slightly to $83 million, due chiefly 
to the effects of redemptions in recent years. The additional cost of United States 
dollar interest only added a small amount to peyments in the last part of the yearo 
Receipts of income from the inited States of $40 million were slightly higher than 
in previous years, receipts of both interest end dividends being largero A small 
part of this gain came from the higher Canadian dollar value of income in United 
States currency in the last quarters 


There was an increase of $38 million in net payments on account of mis- 
cellaneous current transactions. A prominent factor affecting this increase was a 
change in statistical practice following the entry of Newfoundland into Confederation. 
Prior te then net receipts of United States dollars on Newfoundland account were 
included in miscellaneous current receipts. But a considerable part of the increased 


deficit arose from higher payments for business services and in the last part of the 


year there wes also the additional Canadian dollar cost of payments in United States 


ourrency following the rate change. Migrants’ funds and inheritances were higher 
in both directions in 1949 with no change in the balance of payments by Canadae 


Gold available for export in 1949 had a value in Canadian currency of 


$139 million, $20 million more than in 1948. Part of this rise in veluve was from 


the higher price following the devaluation of the Canadian dollar but a larger 


production throughout the year was responsible for most of the increasee This item 


is included in the current account with the United States even though only a small 
part of gold production in 1949 was exported to that country, as the remainder was 
either available for addition to Canada’s reserves of gold and United States dollars 


or for sale for United States dollarse 


A decline of $9 million in net payments on freight end shipping account 
was the only other favourable trend on balance in the current account with the 
United States. This resulted from a larger decline in payments than in receipts. 
Smaller freight payments on the reduced imports of coal accomted for most of the 
reduction. Payments to United States railways for inland freight on other commo- 
dities were about the same as in 1948 while payments on shipping account were 


ye 


somewhat higher. The reduction in receipts was in the earnings of Canadian railways 
on inland freight on exports to the United States and on intransit traffic. The 
earnings of Canadian shipping companies on exports to the United States by vessels 
were however higher although there were larger charter payments offsetting some of 
these earnings.» 


Table 6 = Selected Factors Affecting the Size of Canada's Official Liquid 
mer Reserves, 1946-1 


Gealiicqsdotiol Lave) 


1946 1947 1948 1949 (2) 
Current Account Deficit with we re 
_ United States | 607 =1,135 =393 =594 
Net receipts of convertible 
exchange from overseas +237 + 638 +763 +663 
Net Current Deficiency =370 5. = 497 0 #07000) 000" SOO ma—n 


Capital Transactions with U.Se 

Dollar Area (i) 

Net Redemptions of Canadian 

Securities 22353 = 227 

Sale of new Canadian issue to 

insurance companiss = ms 
Net sales (+) or net repurchases 

(=) of outstanding Canadian 


securities +204 = 8 
Redemptions and sales of UeS. 

and foreign securities (net) * 64 eS 
All other capital movements ._ + 78 + o8 
Gold subscription to Inter= iy * 

national Monetary Fund feo = 74 
Balancing item = errors and 

omissions + 12 = 8 


Net Change in Official Liquid 
Reserves = : 
Decrease (+) 251 743 
Increase (=) - ~ 


(i) CapiteT transactions in Canadian dollars with foreign countries belonging to the 
Special Arramgement Area in 1947, 1948 and 194% and other known transactions with 
_. other countries in 1949, are excluded. 
(2) Subject to revisions 


Capital Movements with the U.S. Dollar Area 


Capital movements between Canada and the United States were inwards on 
balance in 1949 as in 1948. Inflows arising from private capital movements were 
larger in 1949 but the total net inflow in 1948 was greater becaise of the sale of a 
new Government of Canada issue of $150 million in the United States in that yeare 
Various changes contributed to the larger private inflow of capital. There was, for 
instence, a change in the direction of the international trade in securities. In 
1949 there were net sales of outstanding securities to the United States compared with 
net purchases by Canada in 1948. Most of these net sales occurred in the latter month 
of 1949 and during the year there were net sales of both Canadian and United States 
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securities. In addition in 1949 inflows for direct investment were heavier as various 
developments of Canadian resources which were financed by United States capital pro- 
ceeded. There were also some liquidations of U.S. assets owned by residents of Canada 
further adding to the inflows. Total redemptions of Canadian securities owned in the 
United States were greater in 1949 than in 1948. Part of the redemptions was finan- 
ced by the sale of a new Government of Canada issue of $100 million in the United 
Stetes and the resulting amount of net redemptions of securities amounted to $30 
millione This compares with net new issues of Canadian securities owned abroad in 
1948 as the new issue of $150 million in that year exceeded the total redemptions 

of Canadian securities in the United States which amounted to $96 million in that 
yeare art of the new issue in 1949 was for the purpose of retiring the CeNeRe 

5's of 1970, en issue with a par value of $17.3 million which was called for 
redemption in February 1950. There was consequently a temporary inflow in 1949 of 

the funds required to redeem this issue. 


A swmeary of factors affecting the rise in the official position of $119 
million UeS.e is shown in the Sumaary of Preliminary Estimates of Canada's Inter- 
national Accountse This rise in official position had a Canadian dollar equivalent 
of $134 million, the figure which is entered to cover this change in the capital 
account of the Canadian valance of payments. Net receipts of convertible exchange 
from overseas countries in 1949 amounted to $663 million. These arise from direct 
sales of U.S. dollars by overseas countries and from a varioty of different types 
of multilateral settienente 


Changes in the value of United States investments in Canada due to 
capital movements were comparatively small in 1949 as this analysis of capital move- 
ments in the capital account of the balance of payments indicates. While there con= 
tinued to be some further substantial transfers of capital for direct investments in’ 
Canadian businesses changes in holdings of portfolio securities were minor and partly 
offsetting. Data are not yet available on other changes in the value of United States 
investments in Canada due to reinvestments of earnings and other alterations in value 
of the investments. At the end of 1948 the value of total United States investments: 
in Canada was $6.5 billion of which $208 billion was made up of direct investments in 
branches, subsidiaries, and controlled companiese In both cases these total were 
higher than in any other earlier period 


Table 7 « Canada's Holdings of Gold and U.S. Dollars (1) 
(In millions of UeSe Dollars) 


Gold UeSe Dollars (2) Total 
Dece 31, 1939 218.0 186.2 4042 
Dec. 31, 1940 136 5 195.6 33201 
Dece 31, 1941 135 9 51e7 187.6 
Dece 31, 1942 154.9 163.6 318.5 
Dece 31, 1943 224.4 42562 649.6 
Dece $l, 1944 29309 608.3 902.2 
Dec. 31, 1945 $5509 1,154.1 , 1,508.0 
Dece 31, 1946 536.0 708.9 1,244.09 
Dece 51, 1947 286 06 op as | 501.7 
Dece 31, 1948 401.3 596.5 997.8 
Dece 31, 1949 486 04 63067 bbl Woy b 


(1) Exclusive of working balances and gold held against Postal Savings Bank deposits, 
but including private balances of 98 in 1959 and 2 in 1940. 


(2) Includes United States exchange and short-term securities of the United States 
Government o 
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Transactions with the Sterling Area 


Canada's current surplus with the sterling area of $578 million was only 
6% less than the corresponding balance of $615 million in 1948. The current surplus 
with the United Kingdom of $443 million was down sJightly more than the balance with 
the whole steriing area, comparing with $486 million in 1948. A slight rise occurred 
in the surplus with the rest of the sterling area which rose from $129 million to 
$135 million. Most of the reduction of $37 million in the current belance with the 
sterling area occurred in current receipts which dropped $30 million, the remainder 
of the change in balance being due to a rise of $7 million in current payments by 
Canadao 


But this apparent stability in result was due to a variety of offsetting 
changes which were in themselves often substantial and significant and to some 
extent transitory. ‘Some of these changes axe pointed out below in the description 
of more detailed trends. 


One of the outstanding factors maintaining the value of exports to the 
United Kingdom was the larger volume of exports of wheat which were at a higher 
price than in most of the preceding yeare There were also larger exports of some 
base metals like aluminum and nickei and deliveries of aircraft acting to maintain 
the total of exports, which at $701 million was approximately the same as the ad- 
justed value of exports in 1948. There were also some speciat sales of commodities 
like fresh apples and canned salmon which had not been sold in the previous year and 
new exports like iron ore arising out of the inclusion of Newfoundland exports to the 
United Kingdom in April and succeeding months. But substantial declines occurred in 
exports of other important commodities of which examples are flour, bacon, eggs, and . 
lumber o 


Canadian imports from the United Kingdom rose only moderately in 1949. 
The value adjusted for balance of payments purposes of $300 million compares with 
$287 million in 1948. The gain in imports of metal products was greater than this 
but an appreciable decline occurred in the value of imports of textiles. Much of 
the decline in this group was in various types of cotton products and in worsted 
tops, although imports of many woollen preducts wers also belew their recent peakso 
The most substantiel rise in imports of metal products was in motor cars which 
doubled in value, being about $34 million in 1949 although other imports of metal 
products, like primary iron and steel, tractors, and other manufactured goods also 
rose. Increases in other leading greups of commodities were also general but they 
still represent a minor part of total imports. Textiles and metal products made 
up more than two-thirds of imports from the United Kingdom in 1949 or about the same 
ratio as in the previous year. Among the fectors appearing to continue to limit 
Canadian imports from the United Kingdom have been the inadequate supplies of commo= 
dities in relation to the exceptionally heavy demands for these commodities in the 
sterling area and elsewhere. In the middle of 1949 the Canadian tariff on certain 
textiles (which had been suspended early in 1948) was-reimposed. In the closing 
months of 1949, following the devaluation of sterling, the volume of imports was 
substantial, being above the same period of the previous year. But the sterling 
cost of these imports had a reduced vaiue in terms of Canadian funds. The propor- 
tion of Canadian imports from the United Kingdom declined slightly in 1949 and was 
still substantially less than before the waro 


The changes in commodity trade with the United Kingdom described above 
led to a reduction of $15 million in the expert balance. The largest part of the 
reduction of $43 million in the current account surplus with the United Kingdom 
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Table 8 = Summary of Current and Capital Transactions Between Canada and 
the Sterling Area, 1938 and 1946-1949 


(Millions of dollars) 


1938 (1) 1946 1947 1948 1949(3) 
Current Account = Cae — ee — —ao 


Gross Current Receipts 508 1,149 1,582 1,260 1,230 
Gross Current Payments 337 480 508 645 652 
Current Account Balance +171 + 669 + 874 + 615 + 578 
Current surplus with United 
Kingdom +127 + 500 + 633 + 486 + 443 
Current surplus with Other 
Sterling Area (1) + 44 + 169 + 241 + 129 + 135 
Mutual Aid ~ = 5 - 


Net Balance on Current Account 
(Excluding Mutual Aid) +171 + 664 + 874 + 615 + 578 


Capital Account - 


Postwar Loan to WMited Kingdom - ~ 540 = 423 - 652 = 120 
Repayments by UeKe on War Loan - +) 39 + 104 *. 64 roan e-) 
British Financial Settlement and 

Interim Advances (net) - + 38 ~ = - 
Repatriations of Securities - 33 - 131 = 50 - 18 - 27 
Other Capital Movements Deada 26 $3 29aconni Told 2a) Od end SO 
Net Capital Movements - 59 = 515 - 376 - 26 - 82. 
Sales of Gold or Convertible 

Exchange a be 2) » 150 - 505 - 597 - 487 
Balancing Item - the): & Cay +i FS - 9 

-171 3066404. d—PRT4e0 is Gab Leaee ORS 


(1) Includes only Commonwealth comtries in 1938.6 

(2) In 1938 this item indicates the net emount of exchange available for multilateral 
settlementse 

(3) Subject to revisione 


occurred in other surrent items, principally in current receiptse ‘The chief declines 
in these were in receipts on freight and shipping transactions and in immigrants’ 
funds. The decline of #14 million in the former was a combination of reduced expen- 
ditures in Canadian ports by British ships and reduced revenues earned by Canadian 
shipping companies carrying exports to the United Kingdoms The decline in immigrants' 
funds was a reflection of a sharp reduction in the volume of immigration combined 
with the effects in the full year of the British restrictions introduced in 1948 on 
transfers by immigrants from the Wmited Kingdom. The volume of immigration in 1949 
dropped to less than half that in 1948 and the decline in transfers was comparable. 
Total receipts of immigrants' funds and inheritences of $34 million were down $18 
million, the figure being still sustained by inheritancese Changes in other current 
receipts in 1949 were minor. There was @ moderate imcrease in British tourist 
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expenditures in Canada and no change in receipts of interest end dividends from the 
United Kingdom. Other current payments to the United Kingdom dropped only slightly 
in 1949. There were, however, appreciable increases in the travel expenditures by 
Canadians in the United Kingdom and in interest and dividend payments to the United 
Kingdom and in emigrants’ transfers and inheritances. <A slight decline in freight 
and shipping payments and a larger decline in all other current payments more than 
offset the above increases. The expenditures of Canadian travellers in the United 
Kingdom rese by one-third over the previous year, a reflection partly of improved 
trans-Atlantic transpertation facilities. An increase of 10% in interest and 
dividend payments to the United Kingdom which totalled $55 million was distributed 
between interest and dividends and partly arese from the inclusion of payments on 
Newfoundland obligations. 


The increase of $6 million in the current surplus with the remaining 
countries of the sterling area stands out paradoxically in light of the sharp con- 
tractions which occurred in 1949 in purchases by most sterling area countries in 
Canada. One of the principal factors leading to this result was a slight increase 
in aggregate exports to this group of countries. This was due to the sustaining 
effects on the totals of extraordinarily large shipments of wheat, locomotives, and 
railway equipment to India and the Union of South Africa. These and some other 
largely non-recurring exports were concentrated in 1949 and offset sharp declines 
in Canadian exports tos uch Commonwealth countries as some of the Crown colonies in 
the British West Indies and elsewhere and other declines to Australia and New dealands 
Declines in exports of automobiles and general manufactured goods were particularly 
widespread as import restrictions throughout the sterling area have greatly reduced 
this kind of purchase in Canada. 


Although Canadian imports from the countries of the sterling area other 
than the United Kingdom were slightly Jess than in the preceding year there were 
some significant shifts in composition. Most notable of these was a diversion of 
sugar purchases to Commonwealth countries from dollar countries in the West Indies 
and Central America. But at the same time there were declines in imports of some 
Commonwealth commodities such as jute and rubbere 


The above merchandise transactions resulted in an export balance of 
$118 million, about 13% higher then in 1948. There was also a surplus of $25 
million from other current transactions in 1949, a slightly smaller figure than in 
1948. A variety of minor changes influenced this result including a slightly 
smaller surplus on freight end shipping account which is the largest contributor 
to the surplus from non-sommodity transactions with the rest of the sterling areas 
This reflects a reduction in the revenues of Canadien ships carrying exports to 
these countrieso 


Capital Movements with the Sterling Area 


Drawings on the Canadian loan to the United Kingdom of $120 million in 
1949 were again the principal special capital means serving to finance part of the 
current account surplus of $578 million which Canada had with the sterling area. 
By the end of the year $1,155 million of the loan of $1,250 million extended in 
1946 had been drawn, leaving $115 million unspent at the end of 1949. All other 
capital movements were inwards on balance in 1949 due to a large increase in 
‘sterling area balences in Canada. In addition there were further repayments of 
¥502 million on the 1942 ioen, the amount of which remaining outstanding at the end 
of 1949 was $298.9 million. Other capital movements between Canada and the sterling 
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area included outflows of $11 million for redemptions of Canadian securities and some 
$16 million for other repetriations of securities arising from British liquidations 
of outstanding issues. There were also numerous other cepital movements many of 
which were offsetting. These arose out of various kinds of private transactions 
including direct investments in Canada by the United Kingdom and Canadian direct 
investments in the sterling area. Multilateral settlements, principally in the form 
of transfers of United States dollars to Canada on sterling area account, were again 
the largest single means of covering the gap in the sterliag area accounts with 
Canada.e Total transfers of convertible exchenge on sterling area account in 1949 
including multilateral settlements amounted to some $487 million. 


The principal change in Canada’s current account with other countries 
belonging to the Organization for European Economic Cooperation was a decline in the 
current surplus. Most of this was due to a contraction in exports which declined to 
$246 million in 1949, a drop of about 17%. The sharpest declines occurred in 
exports to France, Italy, and the Netherlands. Im the case of the former country 
most of the decline occurred in deliveries of ships which had been exceptionally con- 
centrated in 1948 although there were also declines in other commodities, perticular- 
ly base metals. A considerable part of the reduction in exports to Italy was cone 
centrated in grains and other foodse In the case of the Netherlands the reductions 
were distributed over a wide range of commodities, including grains and other 
vegetable products, and a variety of raw materials. In ccntrast to these declines 
there were substantial gains in exports to certain other countries, notably Belgium, 
Germany, and Switzerland. In the case of exports to Belgium lerger shipments of 
wheat and other grains were prominent and with Germany the increases were distributed 
over a variety of foods and raw materials. Larger exports of wheat also made up 
the principal change in exports to Switzerlando 


Canadian imports from other "EoR»P." countries rose only slightly in 
total in 1949. This was due tc some opposite trends. While there were substantial 
gains in imports from some countries, most notably Belgium, Germany, Italy, and 
Switzerland a large decline in abnormal imports of butter from Denmark offset much 
of these increaseso 


The decline in the export balance with this group of countries was $54 
million during the year. But official contributions by the Canadian Government to 
UNRRA and post-UNRRA financed 913 million of these exports in 1948 and debits repre- 
senting these contributions have been entered in the item "All Other Current Pay= 
ments". The remaining current transactions give rise to a slightly larger balance 
of receipts than in 1948. One of the principal changes was an increase of #8 
million in interest received on Export Credit loans. But at the seme time earnings 
of Canadian shipping companies on traffic to this group of countries were lowere 
Other changes included a substantial increase in the expenditures of Canadians on 
travel in Continental Europe which at $6 million was double the previous yeare 
Stimulating this increase was the improvement in transportation and the extension 
of facilities for spending Canadian dollars in most of the countries of Western 
Europe during 1949. 


Capital movements with this group of "eoRePo" countries and the non-= 
sterling area were comparatively small and outward on balance from Canadas While 
there were repayments on Export Credit loans of around $11 million these receipts 
were more than offset by outflows arising from liquidations of direct and other 
investments in Cmada, rademptions of Canadien securities, and from a decline in 


ma OO ee 
the belances of this group of countries in Canada. Consequently most of the curren 


account surplus of $187 million in 1949 was settled by transfers of convertible ox- 
change to Canada estimated at $171 million and comparing with $176 million in 1948. 


Current transactions with this group of other foreign countries overseas 
continued to be close to equilibrium in 1949 as in 1948, The current surplus in the 
two years was only $3 million and $9 million respectively. But with individual 
countries and regions within the group there were varying degrees of disequilibrium. 
Canada had, for instance, a merchandise deficit with Latin America due to a large 
extent to imports of petroleum from Venezuela and a variety of tropical commodities 
like coffee from Brazil and Colombia, raw cotton from Mexico, and bananas from 
Central America. This deficit with Latin America was smaller than in 1948 when 
imports were higher, having ineluded most of Canada's sugar purchases in that 
year. Other countries in the group were widely dispersed throughout the world 
including, in the case of exports, prominent markets like China, Egypt, Iran, Japan, 
Palestine, and the Philippines. The origins of imports from the same regions were 
also widely scettered but there was some ccncentration in countries like Arabia, 
China, Japan, and the Philippines. A commodity surplus originated from total trade 
with these other foreign countries exclusive of Latin America but it was less than 
the commodity deficit with Latin America. Commodity trade with the whole group of 
other foreign countries showed a deficit of $10 million in 1949. Ajll other current 
transactions produced a surplus of $19 million in 1949, slightiy less than the 
surplus from corresponding transactions in 1948. The principal contributors to this 
surplus were interest and dividends on Canadian investments in Latin America and 
freight and shipping services by Canadian shipping companies. But receipts from 
sources such as these were partly offset by payments for services including personal 
remittances to various countries in Asia and elsewhere. Most of the small current 
account surplus with the group was settled with transfers of convertible exchange 
‘as capital movements with other foreign countries were comparatively small. 


(Millions of dollars) 


1947 1948 1949 
Current Receipts 378 548 304 
Current Payments 97 108 Li7 
Official Contributions 7 13 - 
Current Account Balance +274 #227 +187 
Post-War Loans by Canadian Government (net) ~116 - 51 + 11 
Other Capital Movements = 44 = = 27 
Net Sales of Convertible Exchange -114 -176 -171 

=274 =227 -187 


(1) Includes countries belonging to the Organization for European Esonomic 
Cooperation and their overseas dependent territories. Iceland, Ireland, 
and the overseas dependencies of the United Kingdom are included in the 


other sterling area. 


Current Account 


Current Balance (Including 
Exports of Official 
Relief) 


Contributions of Official 
Relief 


Current Balance (Excluding 
Exports of Official 
Relief) 


Capital Account 


Post War Loan to UeKe and 
Export Credits 


Total Drawings on Loans 


Principal Repayments 


Net Loans 


New Issue of Canadian Bonds 
in the Wited States 


Retirements of Canadian 
Securities 


Net Purchases of Outstanding 
Securities 


Other Capital Movements (2) 


Net Receipts of Convertible 
Exchenge from Overseas 
Countries 


Balancing Item (3) 


Balance from above 
Transactions 


Increase in Official 


cluding some capital transac 


ioauss Reserves 


2) Including currency adjustments. 


of convertible exchangeo 


= Ot = 


(Millions of dollars) 


All 


Countries 


United 
Kindgom 
and Ster= 


ling Area 


+ 615 


Other 
OP Rero! 
Countries 


+ 240 


= 13 


Other 
Overseas 
Countries 


Table 9 - Summary of Revised Estimates of Canada's International Accounts» 
1948 


United 


States 


= 393 


+ 452 


+ 615 


= 393 


* 146 


+ 496 


* 496 


= 52 
- 14 
- 4 
+ 44 
= 597 
* 56 


+ 227 
=a 67 
+ 16 
ime iil 
=) TS 
ard u2 
+ § 
= 176 


— 


+ 496 


+ 496 


tions on account of “other overseas countries". 
(3) The balancing item reflects errors and omissions. 


NoBe A minus sign (-) designates payments, outflows of capital from Canada, or purchases 


- 22 = 


Table 10 - Summary of Preliminary Estimates of Canada's International 


Accounts, 1949 


(Millions of dollars) 


All 
Countries 
Current Account 
Current Account Balance + 180 


Capital Account 


Post War Loan to UokKe and 
Export Credits 


Total Drawings on Loans -= 120 


Principal Repayments #15 


Net Loans - 107 


Net Retirements of 
Canadian Securities - 42 


Net Trade in Outstanding 
Securities HOU Ce 


Uther Capital Movements + 84 
Net Receipts of Convertible 
Exchange from Overseas 
Countries i 
Balancing Item (2) - 8 
Balance from all above 


Transactions + 134 


Increase in Official 
Liquid Reserves + 134 


United 
Kingdom 
and Ster= 


ling Area 


seD7S 


= 120 
= 11 
- 16 
+ 65 
- 487 
- 9 


Other 
MBeRors” 


Countries 


+ 187 


Other 
Overseas United 


Countries States 


+ 9 - 594 


* 2 = 

- - 80(1) 
+1 + $9(1) 
—F7 + 50(1) 
- 5 + 663 

a + 6 

~ + 134 

~ + 134 


(1) Including some capital transactions on account of “other overseas countries". 


(2) The Balancing item reflects errors and omissionse 


NeBe A minus sign (-) designates payments, outflows of capital from Canada, or 


purchases of convertible exchangee 


ay 
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Table 12 = Current Account Between Canada and All Countries, 1926-1949 
Millions of dollars 


Current Net Balance Mutual Aid and Net Balance on Current 


Year Current Expendi-= On Current Qther Official Account Excluding 
Receipts tures Account Contributions Official Contributions . 

1926 co 1,665 1,538 * 127 = *il27 
1927 ee 1,633 1,643 = 10 = - 10 
1928 oo 1,788 1,820 = 32 = - 32 
1929 oo 1,646 1,957 ow OLE = = $ll 
1930 o. lgeon 1,634 = 337 = - 357 
1931 oe 972 1,146 - 174 = - 174 
1932 oo 808 904 = 96 = - 96 
1933 Cn) 829 831 i 2 bie = 2 
1934 oo 1,020 952 * 68 = #+ 68 
1935 oo 1,145 1,020 f ¢. 2c0 = #125 
1936 oo 1,430 1,186 + 244 = + 244 
1937 oo 1,595 1,413 + 180 = + 180 
1938 oo 1,561 1,261 * 100 “= + 100 
1939 o« 1,457 1,331 * 126 = + 126 
1940 oo 157 1e 1,627 + 149 = + 149 
1941 co 25 408 1, 967 + 491 ~ + 491 
1942 oe 5576 egere + 1,101 1,002 + 99 
1943 oo 4,064 25858 + 1,206 518 + 688 
1944 o.6 4,557 35539 # 1,016 960 + 58 
1945 oe 4,456 25 910 + 1,546 858 + 688 
1946 oe 35565 2,905 = 460 hf + 363 
1947 oo 35746 35661 * 85 38 + 47 
1948 o6 4,147 55676 + 471 19 + 452 
1949 oo 4,070 35 890 + oF 130 = + 180 


Table 13 = Geographical Distribution of the Balance on Current Account, 1926-1949 - 


Millions of dollars) 


pola & United (1) Other Overseas (2) United (3) 

Year Countries Kingdom Countries States 

1926 ®9O0C09STHHHHODDOOD + lige + 58 + 500 \ = Zou 
1927 ®@LOGGBS9HHOHOFZOOO ha! 10 — 19 + oot = 248 
1928 @2089 82589009 BHBHHO 73 32 = ol + 358 os 349 
1929 ©9009090090009000 = $11 = 99 + 225 - 437 
19530 @F20O9R99SKOHHHO OOD re SOT = 106 + 113 sg! 544 
1931 ©9099 9000908090090 a 174 = 54 + 85 - 205 
1982 ©oee2 02088 CH2FO0 = 96 a 14 * 86 = 168 
1953 ©2090 900000090000 = 2 + 26 + 85 - 113 
1934 ©000029988008000 + 68 + 46 + LOZ a 80 
1935 2000099000000 080 + 125 + 62 + 92 be 29 
1936 @Q90OF7OO00GLHHOOBOO + 244 * 122 + 123 — i 
1937 ®©209099 000000080 + 180 + 135 + Loe = 77 
1938 @2CR9OHFHBHHOHODDO®G + 100 + TT + bed 7 149 
1939 @XVOLCHOHPHGPHOSHOS HE + 126 + 137 + 105 ‘eaid 116 
1940 @0299200900880009008 + 149 + $43 + 98 292 
1941 ©099989 0900800000 + 491 + 734 + 75 = 318 
1942 2008 TORSO HOKBOO 3 14.104 + Lecce + 58 = 180 
1943 ©0208 e8O9H8KO9GTHHOEHD + 1,206 + 1,149 + 76 = 19 
1944 @00LO00829008 880000 + a leo) Ye: + 746 7 241 + 31 
1945 @920090000000000 7 1,546 Ag 747 7 763 * 56 
1946 @©90092098960900090 + 460 + 500 v 567 -™ 607 
1947 @©029990998980009080 * 85 - 633 + 587 - 1,135 
1948 ©0288 909989900000 * 471 + 486 * 378 _ 393 
1949 cossecesccescco + 180 + 443 + 351 - 594 


ey Bxcl>s wheat exports diverted tu other overseas countries, and exports of gold 
2) Incl. estimated wheat sold in European Countries. (3) Incl. all net exports of 
non-monetary gold. 


iy i ny 


= 26) 
Table 14. - Statistics on Canada's International Investment Position 


Ae ‘Summary - Non-Resident Investments in Canada, 1926-1948 


(Millions of Canadian dollars) 


1926 19501989 19451946 1947 1948(1) 
Held in United Kingdome 2263603 2576605 2,475-9 1,750.0 1,668.0 1,631.0 1,595.20 
Held in United States... 3,19663 4565905 4515164 4599060 5515700 5,218-0 5,588.0 
Held in Other Countries 170.0 188.0 286-0 352.0 353.0 3343-0 $32.0 


Total =- Non-Resident 
Investments in Canada.  6,00206 7,61368 6591303 7,092.0 7,178.0 7519260 7,513.0 


Be Summary - Book Value of United States Direct Investments in Canada 
In Companies Controlled in the United States, 


by Forms of Investment» 1926-1948 
(Millions < of Canadien dollars) 


1926 1930 1939 1945 1946 1947: 1948 (1) 
Capital Stocks cceccccee 1,000.0 1,329¢4 1,28962 1,615.0 1,691.0 1,806. 806.0 a 2,061. 0 
BondS eecccoccecscescece 187.6 55605 505 .8 292.0 32060 511.0 $21.0 


. Other Investments cocce _ 214.9 _ 327.0 28509 == 8 9900 4172.0 448.0 | 4470 


Total ceseecocsccscesce 1,40265 1,992e7 1,880.9 2,904.0 2542860 2,565.0 2,829.20 


ing ET 
(Millions of Canadian dollars) 


1930 1939 1945 1946 1947 1948(1) 


Direct Investments Qutside of Canada ... 443 671 720 UC 822 788 
Portfolio Holdings of Foreign Securities 842 719 621 551 579 605 


Government Credits cccscecceecccscesccecoce 31 31 707 1,362 1,816 1,878 

Net External Assets of Canadian Banks .«. 180 (2) (2) (2) (2) 2) 

Official Liquid Reserves (3) c-cecscceee (2) 444 1,667 1,251 511 1,006 
1,496 1,865 3,715 3,936 3,728 4,277 


(1) Subject to revision. 

(2) Not available. (3) Including holdings of gold which at the end of 1945 had a 
Canadian dollar value of $388 million, $536 million in 1946, $286.6 million 
in 1947 and $401.3 million in 1948-6 


NeB.» A mae detailed analysis of British and Foreign Investments in Canada and 
Canadian Investments Abroad has been published in The Canadian Balance of 
International Payments, 1926-1948. 
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THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS, 
1950 


There were numerous pronounced changes in the 
general outlines of Canada’s transactions in goods 
and services with other countries. For the first time 
in a long period of years a current deficit appeared 
in an annual statement as expenditures on goods and 
services exceeded receipts. There were also un- 


usually pronounced changes in the direction of 
Canadian trade which reduced greatly the current 
surplus from trade with overseas countries, partic- 
ularly the sterling area. This occurred aft a time 
when the current deficit with the United States was 
shrinking as Canadian exports to that country ex- 
panded sharply. 


Emergence of Current Deficit 


Canada’s current transactions in all goods and 
services with other countries in 1950 led.to an ex- 
cess of all types of imports over all exports of 
$316 million. This deficit in the current account 
compares with current surpluses of $187 million in 
1949, $452 million in 1948, and $47 million in 1947. 
The deficit is small, however, in relationto the gross 
volume of trade at the present time, being only 8% of 
total current credits during 1950. The principal 
reason for the net change of $503 million in the 
current balance between 1949 and 1950 was a rise 
of 17%in the total of current expenditures by Canada 
during 1950 compared with an increase of only 4% 
in current receipts from goods and services. 


While this is the first time for a long period of 
years in which a current deficit has appeared in the 
Canadian current account, the circumstances and 
general background in 1950 were not directly com- 
parable to earlier periods when the Canadian current 


account showed a deficit. The most recent earlier 
period in which deficits appeared terminated in 1933. 
In 1930, for example, when there was a current deficit 
of comparable size to that reached in 1950, this was 
much larger in relation to the volume of trade at that 
time. In 1930 the current deficit of $337 million was 
26% of total current credits in that year which 
compares with the much smaller ratio of only 8% 
which the current deficit in 1950 represented ot total 
current receipts. Furthermore, in the earlier year 
the current deficit occurred at a time when export 
revenues were shrinking rapidly. 


The greatest rise in debits in 1950 occurred in 
imports of merchandise. The adjusted value ofimports 
from all countries rose $433 million, about half of 
which was due to price increases and the remainder 
to a larger volume. This volume was much higher in 
the second half of the year following the outbreak of 
hostilities in Korea although slightly lower in the 


TABLE 1. Summary of Changes in Current Receipts and Payments Between Canada and All 
Other Countries — 1950 


(Millions of dollars) 


Commodity exports (adjusted) 


PMIMOUMEIUCULTENLICCELPUS os, ccct socachsdececas uceeoesindecessiecsosoes 
POLAILCINTENE TECCIDUS: or, vats scones tee vices env eaweeancvcheriinceinaa vs 


Commodity imports (adjusted) 


PAR CURCERCUITS UL Ti VIROTIUS rcs Meta adulss «cece eee Geate ose acca edu ees 
Pte MCI T CMCPENASATIONICS for eet ot s-ccicaae sodieinve.ameeciaerinnsinsiesic 


MOEIFECHE DALANCE geece voctes sc cceseet ete co ctocsccenectienomescose ces ieee 


Current Receipts 
1949 1950 


Change 
in 1950 


Current Payments 
Change 
in 1950 
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first half than in the same period of 1949. In 1950 as 
a whole the volume of imports was probably still less 
than during 1947 but well above 1948 when import 
restrictions were at a peak. At the same time the 
adjusted value of merchandise exports rose by $150 
million, a change which seems to have been due to 
a higher level of export prices. The latter prices, 
however, did not rise as much as import prices in the 
year aS a whole. The net deterioration inthe balance 
of merchandise trade of $283 million from the previous 
year is, then, due to a combination of a larger volume 
of imports at a time when the volume of exports 
remained comparatively stable, and a slight deteri- 
oration in the terms of trade. 


The remaining change of $220 million in the net 
current account decline of $503 million is the result 
of adverse trends among all other current transactions, 
The largest of these was the increase in dividend 
payments which alone accounted for $74 million. 
Other adverse trends were a decline in the balance 
of receipts on travel account due to higher Canadian 
expenditures abroad and reduced receipts from 
tourists, the appearance of a deficit on freight and 
shipping account and a deficit from transfers of 
migrants’ funds and inheritances. These adverse 
trends were only slighlty offset by the higher value 
of Canadian gold production during the year. 


TABLE 2. Summary of Changes in the Principal Elements of Canada’s Current Account with 
All Countries — 1950 


(Millions of dollars) 


COMMOAIty Dalance.........ccccscccccccecccccscccscseveceesevccccssccece 
Gold ‘available for CXPOrbieees wares us scsacreccess cacive vee secicinewasivcnes 
Tourist and travel CXPenGituresy...ccssescecesscccecocsvesevcvessvens 
Interest and dividends ..............cccccccccccscsccsscesseccccssvececs 
WECLENG ANG SUIDDINGE iccccescvcccies cece ccccccccsccescsccsousbessicesiecies 
Inheritances and migrants’ LUNAS ........ccesseccsccesccsecseccecsees 
All other current trahsactions ..........cccccccccccscccvccrserescccecs 


Oe eee eee eee ee es ee eH ee eHOHeeeenee 


EXXPOFrtS (AGJUSTE).....cccccccsscccscvcccscccscvcccccvscccesesecescescocccs 
IMPOrts (AGIUSEEM):.<..ccccvessccvccscessesccsssvevevccscccencscesseccsees 


POU RETOUR EOI E CEES) 


PO eee ree ee eases sees sess eee sereee 
Pee eee rere seeeseserseeeeereeees 
POCO e eee eee ee eee HE TEE OHHH EEEE® 
Pee eee reese eeesesesesereseeereeees® 
Peewee eee eeeereresreseeeeeeeseee® 
Se ee eee ree reser reese ereroerseeees® 


PORCH Serer eee eeee eee ee eee eEeseee® 


Total Current Transactions ,.........cccccccccccccesescscccesces 


Change 
in 
1950 


SOO eee eee eeeeeeeeeresesesesseeeres 


Changes in Direction of Trade 


Besides the appearance of a current deficit in 
Canada’s account with all countries there were very 
outstanding changes occurring in the amount of 
bilateral disequilibrium in the accounts with the 
United States and the United Kingdom and the rest 
of the sterling area. The exceptionally large amount 
of unbalance between exports and imports in the 
bilateral accounts between Canada and these countries 
and regions in earlier years has been an outstanding 
feature of the Canadian balance of international 
payments. Unprecedented changes in the direction of 
Canadian trade were the principal factors bringing 
about this alteration in the appearance of Canada’s 
accounts with different parts of the world. This 
unbalanced condition of trade, which reached a 
postwar peak in 1947, virtually disappeared in the 
account between Canada and the sterling area and 
was greatly reduced in the account with the United 
States during 1950. As the shrinkage in the current 
surplus with the sterling area and other overseas 
countries was greater than thereduction inthe current 
deficit with the United States, there was a net over- 
all deterioration in the Canadian current account 
with all countries. 


The principal single factor influencing this great 
change in the bilateral accounts was the change in 
the direction of Canadian exports. The proportion of 
Canadian exports to the United States rose to 65.2% 
from the previous record ratio of 50.9% in 1949. At 
the same time the ratio of exports to the United 
Kingdom declined from 23.5% to 14.9% and exports 
to other Commonwealth countries dropped from 10.0% 
to 6.4%, with a slight decline in the ratio to other 
overseas countries as well. Revival of United States 
demand following the business readjustments in 1949 
was augmented by further strength as defence activ- 
ities got under way in the second half of the year. 
This strengthening of United States demand coincided 
with further curtailment in purchases of Canadian 
goods by the United Kingdom and other countries of 
the sterling area particularly. This reduction in over- 
seas demand made more supplies of some commodities 
available for sale to meet the growing demands in 
the United States. At the same time the supply of 
commodities in the United Kingdom and other Euro- 
pean countries was better, leading to a rise in the 
percentage of Canadian imports from overseas 
countries. Imports from the United Kingdom rose from 
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FASLE 3. Summary of Changes in Current Balances Between Canada and the Principal 
Countries and Areas — 1950 


(Millions of dollars) 


Between Canada and: 
United States 


Change 
in 1950 


11.1% in 1949 to 12.8% in 1950 and from other 
countries the increase was from 18.4% to 20.4% with 
the result that the United States accounted for 66.9% 
of Canadian imports in 1950 compared with 70.4% in 
the previous year. 


These two groups of basic changes in the direction 
of trade combined to accentuate the changes which 
occurred in the balance of Canadian trade with 
different countries and areas. The sharp decline in 
the balance of exports to overseas countries was 
due to a combination of increased imports as well 
as the large reduction in exports. But the reduction 


in the import balance with the United States was 
much less than the decline in the export balance with 
overseas countries. Although the rise in exports to 
the United States more than compensated for the 
decline in exports to overseas countries, an increase 
occurred in the value of imports from the United 
States even though the proportion of Canadian imports 
from that country declined. The increase in the 
value of imports from the United States was enough 
to keep the reduction in the adverse balance of trade 
with that country below the extent of the deterioration 
in the favourable balance of trade with overseas 
countries, 


General Changes in Trade of Overseas World with North America 


The decline which occurred in- the current surplus 
of the palance of payments between Canada and over- 
seas countries in 1950 was a phenomenon which was not 
limited to Canada alone. A great change also occurred 
in the trade of the overseas world with the United 
States as well. In that case also there were declines 
in exports from the United States and increases in 
imports by that country. This reduction in the dis- 
equilibrium connected with trade between the over- 
seas world and North America was part of a general 
readjustment which took place in international trade 
during the period following the currency revaluations 
of September 1949 and the revival of United States 
demand in the latter part of the same year. These 
factors, combined with restrictions placed by many 
overseas countries — most notably those of the sterling 
area—on expenditures in North America, influenced 
the downward trend in outward shipments. At the 
same time the revival of demand for many commodities 
produced in the overseas world, accentuated by 
defence demands in the latter part of 1950 and the 
higher prices which resulted, made for a higher value 
of North American imports from overseas. These 
influences on both exports and imports combined to 
reduce greatly the disequilibrium which had been so 
great in the early postwar years. 


The reduction in disequilibrium between Canada 
and the United States was not unrelated to the in- 


fluences bringing about the above changes. A larger 
volume of Canadian raw materials and other commod- 
ities was available for export to the United States 
with the reduction in overseas demand, The strength- 
eningof United States demandimproved the market for 
these, and higher Canadian dollar values of exports 
resulted from the devalued Canadian doliar as well 
as the upward movement in prices. At the same time 
the reduction in disequilibrium resulting from the 
increase in the value of Canadian exports to the 
United States was partly offset by a higher value of 
imports from the United States. These were influenced 
by the strong Canadian demands for United States 
goods springing from the high level of Canadian 
activity and prosperity and the cost of these imports 
in Canadian dollars was in turn affected by the 
devalued Canadian dollar and the rising price level 
in the United States. 


Canadian economic activity was at a new peak 
in 1950 and this continuation of prosperity at high 
levels had close interrelationships with the balance 
of payments. The gross national expenditure at $17.7 
billion was up about 8% over 1949, a development 
due to both higher prices and larger volume. Personal 
expenditures on consumption, government expendi- 
tures and private investment were each higher. In the 
case of personal consumption the rise in value was 
about 7% with a gain in volume of almost half of this. 
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Expenditures by governments on goods and services 
were up about 10%. Private investment in plant and 
equipment was about 7% higher, reflecting in the 
main higher prices. There was at the same time a 
very sharp rise in inventories of both agricultural 
and non-farm types. All forms of investment taken 
together constituted a larger proportion of the gross 
national product than in the previous year. It is worth 
noting that whereas private gross home investment 
rose from 18.7% of gross national expenditure in 
1949 to 22.1% in 1950, current credits from exports 
of goods and services changed from 24.4% in 1949 
to 23.7% in 1950. It should be added that in absolute 
terms current export credits were still larger in 1950, 
being $4,200 million as compared to $3,908 million 
for private gross home investment. As the trend in 
the current account of the balance of payments 
shows, the place of this balance in gross national 
expenditure was quite different in 1950 from 1949 


and earlier, being negative in contrast to the positive 
balances of previous years. The effects on the 
balance of payments of the high levels of demand 
indicated by gross national expenditure were of 
varied origins. Imports of all goods and services 
increased in volume by some 9% while the volume 
of exports of goods and services showed little change. 
The higher volume of personal consumption and the 
large accumulation in inventories particularly would 
directly strengthen many import demands. The 
maintenance of an exceptionally high level of in- 
vestment in plant and equipment also contributed to 
the maintenance of many types of imports at a high 
level, even though the volume of this group of in- 
vestments does not seem to have been significantly 
different than in the previous year and in some types 
had started to decline. The risein investment income 
of 21% was also a substantial influence on current 
payments by Canada. 


Capital Movements 


Changes in capital movements between Canada 
and other countries were also unusually pronounced 
in 1950. The outstanding feature of capital movements 
during the year was the unprecedented volume of 
inflows which were most heavily concentrated in the 
summer months. These capital inflows were the 
largest single factor affecting the rise in the Canadian 


official reserves of gold and U.S. dollars which 
increased $625 million in 1950 to a total of $1,741.7 
million. Another feature of the inflow was the heavy 
concentration in the months of August and September 
when the rise in reserves amounted to some 75% of 
the year’s increase. 


TABLE 4. Canada’s Official Holdings of Gold and U.S. Dollars’ 


(In millions of U.S. dollars) 


December 31, 1944.....ccccccccccccsscccccccsecccvcccccsvsseccccesccccoecs 
December 31, 1945....cccccccccccccccccccccccsccccvcvescesccccccccscceees 
December 31, 1946....sccccccceee eaebesoctonscaasvencesessss Resiseaice Vevece 
December 31, 1947...cccccccccccccccccccccccvcvsccccvssscccccccescccccses 
December 31, 1948.....crcccccccccccsccccvcsccccccsceccscesssssccecoscoes 
December 31, 1949......sececcoees fie cceesile Soseerecsccescocceoncccs coceeee 
DeCember 31, 1950. .cccccccsccscccccccccccsccscccces ALOE PEROnREe aves 


U.S. 


cccvconcccceccccccscoccesccececs 608. 3 902. 2 
ececccccveeesccoes ecccevscccscns 1,154.1] 1,508.0 
secccvccceses Perret 708.9} 1,244.9 
Perrier 215.1 SOs a 
ceece Prrrrerrreerr eee 596.5 997.8 
cecceecceoveccececccecscceosocs 630.7) 1,217.0 
cecvccccvocccccceseoonces oescenee 1.16105 | a 41.7 


1. Exclusive of working balances and gold held against Postal Savings Bank deposits, but including private balances 


of 98 in 1939 and 2 in 1940. 


2. Includes United States exchange and short-term securities of the United States Government. 


As the existence of a current account deficit 
suggests, the total net inflow of capital was even 
greater than the rise in the reserves would in itself 
indicate. Net inflows were of the order of $1 billion 
and took a variety of forms. The chief of these were 
purchases by non-residents of Canadian securities, 
direct investments by United States companies in 
Canadian industry, risesin the balances in Canadian 
currency held in Canadian banks by non-residents, 
and a variety of inflows connected with commercial 


trade conveniently referred to as ‘‘leads and lags’’ 
and some liquidations of foreign assets by residents 
of Canada. 


Each of these main groups of inflow was un- 
usually large in 1950 and in the aggregate the inflow 
of all types of capital exceeded that occurring inany 
earlier period in Canada’s financial history. The 
inflows were heavily concentrated in the summer 
months before the announcement of the withdrawal 
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of a fixed rate of exchange by the Government at the 
beginning of October. During the period of heaviest 
inflows there was an atmosphere of speculation in 
the United States regarding future values of Canadian 
currency in relation to United States currency. While 
much of the inflow seemed to be part of a widespread 
movement from United States currency to Canadian 
currency, other parts of the inflow were an extension 
and continuation of general tendencies showing 
throughout the postwar period for United States 
investors to build up longterm investments in Canada. 
Continued heavy inflows for direct investment in 
the development of Canada’s resources and industries 
and many investments in Canadian securities were 
examples of this kind of capital movement. 


The inflows of capital during 1950 were of 
numerous types. The largest part of the inflows led 
to increases in Canada’s external liabilities in 
contrast to a smaller, although appreciable part,: 
which resulted from reductions in Canada’s external 
assets. The increases in liabilities took a variety 
of forms. Some of the inflows led to more permanent 
investments where funds were invested in plant and 
equipment and long term investments in Canadian 
securities. Other inflows, in contrast, were of a 
demand type such as balances established with 
Canadian banks. Due to the variety of motivating 
factors it is difficult to distinguish always clearly 
the purpose and potential durability of many of the 
investments. The large group of inflows connected 
with the purchaseof Canadian securities was subject 
to many different motives and is the result of a 
mixture of long and short term movements. It is, 
therefore, not easy to appraise the full significance 
which the capital movements to Canada in 1950 had 
on the Canadian balance of international indebted- 
ness, 


The largest and most characteristic inflow during 
the period of heaviest movements was that arising 
out of the American demand for Canadian securities. 
While there had been some net sales of Canadian 
securities to the United States throughout the year, 
demand for these first began to expand in the earlier 
part of the summer with a rapid increase in the 
volume of demand appearing in August. Even in 
August the movement was several times that of all 
but a few months in the past years of heavy inflow. 
In September the movement rose to an even higher 
rate and showed no sign of abatement until the 
departure from the fixed exchange rate. Net amounts 
of outstanding Canadian securities acquired by 
residents of the United States rose from over $50 
million in ‘August to some three times that rate in 
September. The movement in the latter month was 
more comparable in size to annual] inflows of 
exceptionally heavy capital movements in recent 
war and postwar years. In the year as a whole net 
acquisitions of outstanding Canadian securities by 
all non-residents amounted to some $329 million. 
Most of these securities were Government of Canada 
domestic issues, although demand for other groups 
of Canadian securities was also substantial. 


These inflows for the acquisition of outstanding 
securities were further augmented by a large number 
of new issues of Canadian securities sold in the 


United States both publicly and privately. These 
had avalue of close to $200 million in United States 
currency. These sales covered a large part of the 
Canadian bond issues which were redeemed during 


. the year. As a result net redemptions of Canadian 


securities, after allowing for new issues, amounted 
to some $44 million in the case of securities held 
in the U.S. dollar area. In addition, there were net 
redemptions of some $18 million of securities held 
in the United Kingdom. These figures include the 
new Government of Canada issue of $50 million 
sold in September for the purpose of covering part of 
the $100 million issue which was redeemedin October. 


Inflows of capital for direct investment in Canada 
were also of exceptional size in 1950. Net transfers 
of funds, including some reinvestments of dividends, 
amounted to $167 million, as far as the investment 
activities of United States companies in Canada are 
concerned. This is about double the corresponding 
type of inflow in the previous year. Furthermore, 
these figures are exclusive of the investment of 
undistributed earnings, a type of capital movement 
which is not included in the capital account of the 
balance of payments although it has direct effects 
on the value of United States direct investments 
in Canada. A large part of the capital inflow in 
1950 was in connection with the development of oil 
resources in Western Canada and mineral resources 
in the Eastern part of the country, although many 
important industrial developments were also financed 
by parent organizations in the United States through 
transfers of funds to Canada. 


The rises in balances of non-residents in Canada 
were also unusually high. These occurred both in 
balances of residents of the sterling area as well 
as those owned by residents of the U.S. dollar area. 
The rise in the former was related to the changing 
nature of the balance of payments between Canada 
and the sterling area, while the rise in the balances 
of residents of the United States occurred in the 
period of heavy capital movements from United 
States to Canadian currency. 


Another group of inflows of a generally short 
term character were those arising from the leads and 
lags connected with commercial trade. These gener- 
ally followed two types which might be anticipated 
under the circumstances existing in most of the year. 
There were, for instance, the changes which took 
the form of increases in Canadian liabilities to 
United States suppliers, such as accounts payable 
for imports and other types of obligation. There 
were also leads and lags connected with reductions 
in private working balances and other forms of short 
term assets, like accounts receivable for Canadian 
exports, Other substantial inflows of capital took 
the form of liquidations of other Canadian assets 
abroad, such as the disposal of United States and 
foreign securities owned by residents which latter 
type alone amounted to $66 million. 


The net movement of capital connected with 
Canadian Government loans to other governments 
was not large in 1950. Drawings on the British loan 
were limited to the $50 million in the first half of 
the year, But repayments on postwar loans by foreign 
governments amounted to some $22 million during 
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the year, and there were repayments by the United 
Kingdom on the 1942 loan of $42 million and also 
a repayment of $9 million on the Newfoundland loan. 
The net extension of credit on postwar loans by the 


Canadian Government of $28 million compares with 
$107 million in 1949, $563 million in 1947 and 
$750 million in 1946 when drawings of this form of 
financial assistance from Canada were at a peak. 


Current Transactions with the United States 


The current deficit with the United States was 
reduced by $195 million. The chief feature influ- 
encing this change was the rise in exports to that 
country which reached an unprecedented 65.2% of 
Canadian exports. But a large part of the spectacular 
rise in exports of $525 million was offset by in- 
creased imports of $194 million. Another offset was 
the substantially larger net payments to the United 
States for all other current items which rose by 
$136 million. 


The increase in the value of exports to the 
United States of some 35% was generally distributed 
among most commodities and chiefly took the form 
of increase in volume as price rises only accounted 
for a small part of this total. About $300 million of 
the increase in the value of exports was concentrated 
in the forest products group. This rise was featured 
by a great expansion in ]umber exports, The United 
States market absorbed 85.8% of this group of 


exports in 1950 compared with 62.4% in the previous, 


year when large amounts of lumber were still being 
shipped to sterling area buyers. There were also 
further increases in the volume and value of leading 
staple exports of wood products like pulp, paper 
and shingles, veneers and plywoods and in many 


other wood products. Another sharp increase of 
some $70 million occurred in the value of non-ferrous 
metals. The largest part of this rise was due to 
expansions in the volume of aluminum and lead, 
But increases also occurred in the value of other 
metals exported, particularly nickel. Some notable 
increases also occurred in exports of primary steel 
and in some types of metal products. But the impor- 
tant group of agricultural machinery generally did 
not rise above the high levels of the previous year, 
Another $53 million of the increase in the value 
of Canadian exports to the United States occurred 
in meats, cattle, fish and other animal products, 
The remaining increases were scattered over many 
commodities but these continued to be generally 
of a primary or special type rather than exports of 
secondary manufactures. Agricultural products 
generally maintained the value of the previous year 
with a few exceptions, the most notable of which 
was an increase in the volume of wheat exported. 


Other current receipts from the United States 
were up on the whole. The rise was primarily due 
to larger receipts on inland freight on the increased 
volume of exports, higher gold production, and 
larger dividend receipts from United States com- 
panies. These favourable trends were overshadowed 


TABLE 5. Canadian Exports to the United States, 1948, 1949 and 1950 
(adjusted for balance of payments purposes) 


(Millions of dollars) 
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Beef and veal, fresh 
Shingles 
Lead, primary and semi-fabricated 


Wheat 
Fur skins, undressed 
All other commodities 
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py the great rise in other current payments as the 
increase in net payments for the group as a whole 
indicates, 


The volume of gold production continued to 
rise in 1950 and the value in terms of Canadian 
dollars was also increased by a premium on U.S, 
dollars which existed throughout 1950, whereas in 
1949 this was only a factor affecting the value in 
the period from the middle of September on. 


The rise in total receipts on freight and shipping 
account with the United States was substantial. 
These rose by £31 million to $157 million. Most of 
the increase was in the earnings of Canadian rail- 
ways Carrying exports across the border; these 
earnings increased by almost one-third. There was 
also a very large increase in the earnings of Cana- 
dian ships carrying exports to the United States, 
but this was partly offset by reduced revenues of 
of Canadian shipping companies from traffic from 
third countries to the United States. 


Declines, however, occurred in receipts from 
United States tourists which were slightly less in 
1950 than in the previous year, While the number 
of motorists coming to Canada from the United 
States increased to a new peak level, their average 
expenditures were less as there was a tendency 
for this group of tourists to curtail their length of 
visit. There were also some declines in the volume 
and expenditures of other groups of tourists entering 
by rail, boat, and bus. 


The rise in current payments, particularly to the 
United States, was in part a reflection of sustained 
high levels of Canadian prosperity and development 
and partly influenced by administrative changes and 
some external factors. The continued high levels of 
Canadian business activity and consumption were 
indirectly responsible for heavy demands which 
became stronger after a slight decline in imports 
in the latter part of 1949. These demands appear to 


have been augmented in thelast half of 1950, partic- 
ularly by the general desire to get commodities while 
they were available. The volume of imports from 
the United States was up sharply in the closing 
months of the year. As the volume in some earlier 
months was often less and in many others no higher 
than the previous year, there does not appear to 
have been a very great change in the overall] volume 
of imports from the United States, although the trend 
in some commodities was more distinct. An example 
of this is coal, stocks of which had been drawn in 
the previous year when shipments were interrupted 
by strikes. Most demands were heavier in 1950 than 
in the second half of 1949 when some reduction 
occurred in imports of many leading groups of 
commodities, particularly textiles and machinery 
and other metal products. While this tendency for 
increases to occur appeared in the first half of 1950, 
each main group of imports in the second half of 
the year was higher in value and the value of 
imports in the last quarter of 1950 was much higher 
than in earlier periods. 


Higher Canadian dollar costs of imports from the 
United States represent a large part of the increased 
value of imports. The devaluation of the Canadian 
dollar in September 1949 made for higher Canadian 
dollar prices of imports from the United States and 
this trend was accentuated by the rising levels of 
prices in the United States during 1950. These rose 
sharply in the latter half of the year, particularly 
in the case of raw materials and other primary 
products, a general group of changes which later 
were reflected in the prices of manufactured goods 
as well. 


Conspicuous increases also occurred in thelevel 
of other current payments to the United States for 
non-commodity items. The largest of these was the 
rise in income payments which reached a new peak 
of $410 million, $85 million higher than the previous 
peak of 1949. Almost all] of this increase was in 
dividend payments. These rose to $321 million 


TABLE 6. Factors in Canada’s Current Account Deficit with the United States 


(Millions of Canadian dollars) 


Merchandise Trade: 


Net 
1947 1948 1949 1950! Change 
1950 
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EE XDOLGS! LOp Use As, (ROJUSLO()? tans c:cisinsin cise s ceieisjne tise odesioisisivieis'siese 1,061 1,508 eS Val 2,046 ne YAS, 
INGEST OLE s ceevcssccae te ssiselacsaNeriecaceeiseevesiscopesasesdeeedeeeeoree -890 - 289 -378 “47 +331 
PGE INONGCALY: DOIG acca ccccacscacuds «ses deievicsevesiscese one lenccacseesessiesise + 99 +119 +139 +163 + 24 
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All other current transactions ........cccccccccrcrcccesccvecccscceseveces eer ff = 65 - 102 - 143 - 41 
Total Current Deficit ..........csceccersvesesessecsevercccsseverenees -1,135 -393 -589 -394 +195 


1. Subject to revision. 
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compared with $242 million in 1949, or about 33% 
higher. Some of this rise reflects the higher levels 
of earnings in the previous year which might now be 
paid out by Canadian subsidiaries to parent companies 
in the United States and some is due to a relaxation 
late in the year of exchange controls over the with- 
drawal of profits earned in 1950. There were also 
increases in dividends paid by public companies 
reflecting generally higher earnings. Interest paid 
to residents of the United States on Canadian bonds 
and debentures of $89 million is higher than in 
1949. The effects on these payments of larger 
holdings of Canadian bonds in the United States 
and the premium on U.S. exchange throughout the 
year were greater than reductions in interest pay- 
ments arising from retirements and refinancing at 
lower rates. The increase inthe balanceof payments 
to the United States on income account was less 
than the rise in total payments of interest and 
dividends because of the increased receipts of both 
interest and dividends from Canadian holdings of 
United States securities. 


Another substantial rise in Canadian expenditures 
in the United States was the amount spent on travel, 
which rose from $164 million to $190 million. 
Throughout the year there was a general upward 
movement in the volume of Canadian travel to the 
United States. In the last quarter of the year there 
were further increases following the abandonment 
of the specific travel ration for pleasure travel 
which had been in effect since November 1947 and 
the general provision of funds in reasonable amounts 
to cover travel expenditures. The largest part of 
this upward movement in travel was by Canadian 
motorists, although travel to the United States by 
other means increased also with the exception of 


boat traffic. Purchases of United States merchandise 
by Canadian travellers were again a significant part 
of the expenditures. The total of Canadian expendi- 
tures in the United States on travel] was at a new 
peak in 1950 and represented an exceptionally high 
percent, 73%, of total Canadian receipts from the 
expenditures of ‘American tourists in Canada; the 
level of the latter dropped off slightly from the 
previous year. Consequently the balance of receipts 
from the United States from travel was reduced 
sharply to $70 million from $104 million in the 
previous year and $154 million in 1948 when Canadian 
expenditures in the United States were only $113 
million. 


Larger freight payments to the United States also 
occurred in 1950. A large part of this increase was 
due to the heavier coal imports, a movement which 
had been interrupted in the previous year by strikes. 
Inland freight on coal is large and has a relatively 
important effect on total payments, Other factors 
increasing payments for transportation were the 
higher Canadian dollar costs resulting from the 
premium on U.S. exchange as well as a small in- 
crease in freight rates which occurred late in 1949, 
and the larger volume of imports. Payments on 
shipping account were also heavier in 1950 mostly 
due to larger payments to the United States for 
tankers carrying petroleum to Canada. The rate of 
increase in total payments to the United States on 
freight and shipping account was morerapid than the 
rise in receipts, even though the gain in the latter 
was substantial due to the record volume of exports 
to that country. The balance of payments to the 
United States on freight and shipping account rose 
appreciably to $83 million as a result of this large 
gain in total] payments. 


Capital Transactions with the United States 


The unprecedented size and genera] character 
of capital inflows from the United States to Canada 
in 1950 have already been described above in the 
section on capital movements. Most of the capital 
movements which featured Canada’s accounts in 
1950 were those arising from the predominant move- 
ments of capital from the United States to Canada. 
The effects of these movements upon the balance 
of international indebtedness between Canada and 
the United States have been varied and pronounced, 
While many of the inflows were for the acquisition 
of investments in business and other properties and 
investments in Canadian securities, other inflows 
leading to increases in Canadian liabilities to the 
United States were of a less permanent character, 
No clear-cut division of liabilities between long and 
short term kinds is apparent, however, as motivating 
factors behind the investments have been mixed. 


Many forms of liabilities which are usually short 
term increased and many of the new holdings of 
securities may also not have been of a permanent 
character. Other smaller parts of the inflows were 
from liquidations of Canadian holdings of United 
States securities and other assets in the United 
States. While the net inflow of capital from the 
United States amounted to some $951 million, the 
largest part of this was accompanied by a rise in 
Canada’s official reserves of gold and United States 
dollars of $625 million U.S., a change which had a 
Canadian dollar value of $695 million. Even when 
this rise in short term assets is taken into account 
along with al] other types of international claim 
between Canada and the United States there was 
still a substantial increase in the balance of 
Canadian indebtedness to the United States during 
1950. 
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TABLE 7. 


Capital Transactions Between Canada and the United States', 1950 


(Millions of Canadian Dollars) 


Transactions in Canadian debtor securities 
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Transactions in foreign debtor securities 
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Increase in Canadian dollar balances owned in the United States .....ccs. Mecatecsaccesececcdersencscsscceearceseccces 
Use of 1949 refunding loan proceeds set aside for retirements in 1950 ....ccecccccccccccccccecvcsccccescecseees Seccaed 
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1. Exclusive of change in official liquid reserves but inclusive of some capital transactions on account of other 


countries. 
2. Exclusive of undistributed profits. 


3. Both the refunding loan and the related retirements have been converted at the rate of exchange in effect at the 


time of the refunding, viz, $1.00 U.S.- $1.00 Canadian. 


Transactions with the Sterling Area 


The virtua] disappearance of disequilibrium in 
Canada’s current account with the sterling area was 
one of the major changes which occurred in 1950. 
The current account credit balance dropped to $7 
million from a credit balance of $574 million in 
1949 and a record credit balance in the postwar 
period of $874 million in 1947. The largest part of 
this decline in current credits was in the balance 
with the United Kingdom which dropped to $33 
million from $439 million in 1949, although the 
proportionate swing in the balance with the rest of 
the sterling area from a current surplus of $135 
million to a current deficit of $26 million was even 
greater. The largest part of the change with the 
sterling area was in the contraction in exports and 
other current receipts which together dropped some 
$404 million, of which $294 million occurred in 
expenditures by the United Kingdom. 


The largest part of the decline in the current 
account with the United Kingdom was in British 
expenditures on Canadian exports which dropped 
$232 million. Almost half of this decline was in 
agricultural products with the biggest drop being in 
exports of wheat. Another part occurred in forest 
products, exports of which declined by $44 million. 
Reduced shipments of lumber and of newsprint made 
upalarge part of this, although declines were general 
in other groups of wood products as well. A large 
part of the decline of $19 million in exports of anima] 
products was due to the elimination of exports of eggs 
in the shell with the termination of British contracts. 
Another group of raw materials which declined sub- 
stantially was exports of non-ferrous metals which 
declined $30 million. Reductions appeared in the 
value of most metals shipped to the United Kingdom 
and it was this decline in shipments overseas which 
made some of the increases in shipments to the 
United States possible. Another large decline in 


exports occurred as a result of the completion in 
1949 of deliveries of aircraft purchased earlier. 


In addition to this declinein exports a substantia] 
increase in Canadian imports from the United King- 
dom made further inroads into the export balance. 
This rise in imports amounted to about one-third of 
the value imported in 1949 and the increase in the 
volume would be even greater as the cost of sterling 
was less in 1950. About four-fifths of the increase 
in the volume of imports from the United Kingdom 
was in metal products and the largest contributor 
to this latter increase was the impressive rise 
which occurred in the volume of imports of British 
automobiles. Other groups of imports did not change 
so greatly in value, although the volume in some 
instances may have been heavier. Textiles were 
the largest group which remained fairly stable in 
value, although they showed some increases in 
volume, 


Combined with this large change in the mer- 
chandise balance was a deterioration in the balance 
arising from all other current transactions with the 
United Kingdom. This changed from a current sur- 
plus of $38 million in 1949 in this group of transac- 
tions to a current deficit of $37 million in 1950. 
Most of this change was due to a contraction in 
Canadian receipts on freight and shipping account 
and from inheritances and immigrants’ funds. Re- 
ceipts from freight and shipping dropped from $89 
million to $65 million. This decline was due to the 
combined effects of reduced inland freight on the 
lower volume of exports and a decline in revenues 
of Canadian ships carrying exports to the United 
Kingdom. During the year a large number of Canadian 
vessels were transferred to United Kingdom registry 
for operation by British managers for the account 
of the Canadian owners. The decline in receipts 
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TABLE 8. 


Canadian Exports to the United Kingdom 1948, 


1949 and 1950 (adjusted for 


balance of payments purposes) 


(Millions of dollars) 
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from inheritances and immigrants’ funds amounted 
to $21 million. In the case of inheritances this was 
due to the reintroduction of British controls on 
transfers from estates to Canada. The decline in 
immigrants’ funds was affected particularly by the 
drop in the volume of British immigration to Canada 
and the continuation of British exchange controls 
over transfers of immigrants’ funds to Canada. The 
volume of immigration from the United Kingdom to 
Canada in 1950 was approximately one-half the 
volume in the previous year. Some other smaller 
parts of the decline in receipts originated from a 
reduction in British travel to Canada and smal] 
declines in receipts by Canadians of income from 
investments in the United Kingdom and from other 
miscellaneous current sources. 


There were also gains in current payments by 
Canadians to the United Kingdom. One of the more 
prominent of these was a continued rise in the 
expenditures of Canadians on travel in that country 
to $19 million in 1950. The volume grew as trans- 
portation facilities were increased. There was also 
a moderate increase in Canadian payments to British 
ships carrying imports to Canada, resulting from the 
rise in the volume of imports from that country. A 
general increase also occurred in miscellaneous 
current payments by Canadians for services perform- 
ed by the United Kingdom. A substantial part of this 
latter increase arose from a settlement with the 
United Kingdom for British installations in New- 
foundland. 


A very great change occurred in Canada’s current 
account with the rest of the sterling area. In a Single 
year the current account surplus of $135 million 
changed into a current deficit of $26 million. The 
change from several years earlier when Canada’s 


current surplus with this group of countries was at 
a postwar peak of $241 million was even greater. 


There have been several factors at work bringing 
about this transition. The most important of these 
has been the contraction in Canadian exports brought 
about by the reduced purchases by the sterling area 
in Canada. The use of import restrictions on pur- 
chases in the dollar area by this group of countries 
which was extended in 1949 was a major factor 
bringing about this contraction in purchases. The 
devaluation of sterling currencies in September of 
the same year also had effects on purchases. Reduc- 
tions were most substantial in exports of many 
types of Canadian manufactured goods. The full 
extent of the declines which had already occurred 
in 1949 was not revealed by totals of Canadian 
exports to this group of countries since the latter 
were swollen by some unusually large purchases 
which did not recur in the same volume in 1950. 
Among these were railway equipment sold to the 
Union of South Africa and to India and wheat to 
India. But with the decline in deliveries on these 
unusual] orders in 1950 the totals of Canadian trade 
were sharply reduced. Declines in these groups 
of commodities accounted for more than half of the 
drop of some $100 million which was about one-third 
of Canadian exports to the rest of the sterling area 
in the previous year. Many reductions in other com- 
modities were also notable. Sharp declines occurred 
in staples like newsprint, prepared milk and fish. 
Declines were also evident in most manufactured 
goods, although before the end of the year purchases 
of some of these commodities were again being made 
by some countries inthe sterling area anda substantial 
recovery occurred in shipments of automobiles to 
some countries, most notably Australia. While a 
large part of the drop during the year was concen- 
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trated in exports to markets which had been so 
exceptionally high in 1949, like South Africa, India 
and Pakistan, general declines were evident in 
shipments elsewhere in the Commonwealth as well. 
Exports to important markets like the West Indies 


were generally much lower and the same trend ap- 
peared in exports to most other Crown colonies. 
But in contrast the value of shipments to Australia 
was maintained, while exports to New Zealand de- 
clined. 


TABLE 9. Canadian Exports to Other Sterling Area, 1948, 1949 and 1950 


(Millions of Dollars) 


Breakdown by commodities: 


1948 1949 1950 


MNCAUILOMINGLAiecccscvcccecsitcecssiecevccsecssesccssascccesescoescesees ASUS CHOIOONIAC naataivecaweices esses 1356 23.0 By 2 
Locomotives to India ......s...eeee poiieieiasie’ oe ARO ESCR COCCI Mecietalsreieie Boek Seat Aacoacats BEAnaote 6c baat Pat Al 10.9 
Railway cars and coaches to India and Union of South Africa ...sssescccsseceesrocveceveees 7s) 20.8 2. 8 
PAUP OLED SXDOIUS ove velecsecicscceccsesssiidecoescvecscceesiwceinsecesvesoosseveesesisie sealsasasinsatie AOADOIODO0 283. 2 229. 1 182. 1 

PLOUCAl ies cccivccscestc sesldesesiecice seeweossssceel Seu saatiosanies ease Meas seataeneieeepsecnsceseces teen sae 293.0 300.0 201.0 

Breakdown by countries: 

Australia......... spacbacanoes senaeee's Roseenee sas eseevnen aalesioaesessases mabasicimsiesiesisisaialsieeciisioce eres sis 38. 3 35. 4 35. 4 
INIGIIEY, @asoahaadaccricnans aaiestaee Ban cee auis eteeloncsisle cies sere scabies eo oisen see Wiocsloneidslesiesleapeiien ances Measles BER 1 12.6 SAO 
ALOLAN isos beiacisecstencins esse naetsla'e os\e.els oly s'iaieie’s Feessiseinciacenientcanmasics FONG aelecons cee wpethese teins selves 4.4 9.1 1333 
New Zealand ........scceee odanatont CHOADOB CHEE COST IOO" nedeuaons soennone peasecite Rseepesereces seus 18. 4 14.5 11.0 
AKT SUAH Wereswseiscesie nosacdeospudogcs0an noopctipas Sondonncer Sacer se tess SOc0n Seelssleioi ABccRObS SSAA CECODDAS ION 7.8 18. 1 8.7 
Union of South Africa ..ccccecesee meer ehes seleeisaisinniee awessis ceases sesiesie Sue sinelaseiennet schists eels ; 83. 2 il eut 42.6 
Seared Ted tee att 450. nicck winds «snaelvwaves Sis vant Geegeh<cnaed na enna veetostrcuesbenseccebeecuneses 49.0 36.8 26. 1 
Other countries ........ Re aceehiciceeres sddeccsacvess Mies oitaseitee dens sp SAQOUGDOOION naleniteeeeee ses 560800005 58. 2 35. 8 32. 4 

OLA ccc casso Soe cscsiasesesenceecoipsicicss eS ebe Seesetemeneteor Acicane Seaessesessiepesmersecsiesisciicse.) 500% 293.0 300. 0 201. 0 


But in addition to this exceptional drop in ex- 
ports there was also an unusually large increase in 
the value of Canadian imports from the rest of the 
sterling area. These rose from $187 million in 1949 
to $244 million in 1950, or almost one-third. In- 
creases occurred in the value of imports from each 
principal region. While the cost of sterling to Ca- 
nadian importers was less in 1950, there were many 
conspicuous increases in sterling prices of tropical 
and other primary commodities purchased by Canada. 
Consequently some of the increased value of im- 
ports from the rest of the sterling area is due to 
higher prices. The extent to which this was the case 
varies with individual commodities. With some com- 
modities the rise in prices was particularly sharp, 
such as crude rubber and wool]. But at the same time 


the increases in prices were generally less than the 
increases in the value of Canadian imports as a 
significant part of the latter was due to a rise in 
volume. 


Combined with these adverse trends in Canada’s 
commodity trade with the rest of the sterling area 
there was also a reduction in the balance of receipts 
from non-merchandise items. The principal decline in 
net receipts from this group of transactions was in 
revenues on inland freight and from shipping. The 
former were reduced directly by the lower volume of 
exports and the latter suffered from the same factor, 
combined with a reduction in the number of Canadian 
shipping services carrying goods to Commonwealth 
countries. Other current items did not change greatly. 


Capital Transactions with the Sterling Area 


As might be expected the great alteration in the 
current account balance with the sterling area was 
accompanied by changes in capital movements and 
multilateral settlements with this currency area. One 
of the principal] means of financing the large current 
surpluses in Canada’s accounts with the sterling area 
in earlier postwar years had been drawings on the 


1946 loan to the United Kingdom. These drawings 
were reduced in 1950 to $50 million which were al] 
in the first half of the year. By the end of this final 
drawing only $65 million of the tota] loan of $1,250 
million was unspent, the remaining $1,185 million 
having been drawn. The distribution of drawings by 
years was as follows: 
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Millions 
of 

dollars 
1946 aveivereeeseein Sa veeeRt ioe andwaed aisle vie Ata tanranraietes 540 
TOA Teeaecnacceds vosacalseset wove cevacetacevcouiines tlccsics cneec esas 423 
PIAS aceaciss accesses tases ert ee es ease eneecwaceweeeapaeans 52 
AG 4Orevewcseamnvestea concsasss Dadnivstais’s Cele tieseisesiteiiesaicsectesive 120 
TSO crcwgus asses yeadues Wecacacsmasies sve Sedicwenmadeseme aacreeesioe 50 
gC eos tne SCOR OSA SC SSOIOSCE CA COCOC TOOL CIDOG 1,185 


Repayments by the United Kingdom on the war- 
time Joan of $700 million extended in 1942 amounted 
to some $42 million in 1950. These compare with $5 
million in 1949 and $64 million in 1948. These repay- 
ments arerelatedtocertain private capital movements 
between Canada and the United Kingdom, principally 
liquidations in earlier periods of United Kingdom 
holdings of Canadian securities either through sale 
or redemption. But offsetting part of these outward 
movements of capita] from Canada are inflows of a 
direct investment character in connection with the 
development or expansion of businesses in Canada 
owned in the United Kingdom and British expendi- 
tures on certain aircraft made in Canada in earlier 
years, The amount of the 1942 loan outstanding at the 
end of 1950 was reduced to approximately $256.5 
million. In addition, during the year there was a 
repayment of $9.1 million by the United Kingdom on 
the wartime loan from the Government of Newfound- 
land. 


The principa! groups of private capital movements 
were the repurchases by Canadians of Canadian 
securities from the United Kingdom which amounted 


TABLE 10. 


to some $35 million, more than double the repur- 
chases of the previous year. Other reductions in 
British holdings of Canadian securities resulted 
from the redemptions of issues held there which 
amounted to $18 million. Among other long term 
capital movements an important group was made up 
of the inflows of $18 million for direct investment 
by British companies in business enterprises in 
Canada. While a number of enterprises were being 
established or expanded the amount of capita] in- 
volved in this inflow was relatively smal] in com- 
parison with the heavy volume of inflow from the 
United States for direct investments. The business 
units being financed by United Kingdom firms were 
for the most part made up of relatively smal] manu- 
facturing concerns or commercial branches in com- 
parison with some Jarge-scale resource and indus- 
trial development being undertaken by United States 
companies in Canada. There were various other 
capital movements between Canada and the United 
Kingdom of a long term character but these were 
not substantial. 


There was, however, a significant outflow of 
capital from Canada mainly connected with changing 
positions of short term commercial indebtedness. 
The principal] forms taken by this type of change in 
position were either accelerated payments for imports 
by Canada from sterling area countries or retarded 
receipts for exports. Other.capital movements were 
also substantia] but to some extent offsetting. The 
principal of these was an inflow arising from a large 
rise in the Canadian dollar balances owned in the 
United Kingdom. In the opposite direction was an 
increasé in Canadian holdings of sterling balances. 
Multilateral settlements between Canada and the 
sterling area were for the most part offsetting during. 


Summary of Current and Capital Transactions Between Canada and the Sterling 


Area, 1938 and 1946-1950 


(Millions of dollars) 


Current Account: 


Gross Current Receipts..... acOsRC agence areceeteeaes adesuces sie Ceecter 
Gross Current PAYMEHES’ \vcscce cessed ectecwesoces weneaderee tua hesvaceaet 
Curcent) AccounteBalance te; iiiisiiwecelecanas oon detece Saeteeeuesesrsce ae 
Current surplus with United Kingdom............... Leawmesee dere 
Current surplus with Other Sterling Area! ..........ccscesseseccece 
MUUHEL AGG ac tecsssretceslag cua ctiecnesmesdaten tnacdiennctaeecarrenstsccete 


Capital Account: 


Postwar 0an to United Kingdom ,....accsscsersscascenesensesves. 
MEPAYMENES DY Wek OM War WiOAUS).. cases ccuteedcresccccteceacses 


British Financial Settlement and Interim Advances (net) 


Repatriations ofSecurities «cj. ccece.ccdwocecs os areaveccceeeecasace 
Other Capital Movements i... .sscscceeeeenademe se eteene sees sooner 
NELCODILAL MOVEMOIE <<... ccasnceusswedsoeeytereeceneteeteeeneree 
Sales of Gold or Convertible Exchange ...........ccessssccesess 
FSALONCIUPOILOM © eccsttes creep ugterteeiGlarcesk Mine ce te teeee Cmene twee 


eeocee 


oeeeee 


eeceee 


soeeee 


eeceese 


secees 


eeecee 


eoeeee 


1, Includes only Commonwealth countries in 1938. 


2. In 1938 this item indicates the net amount of exchange available for multilateral settlements. 


3. Subject to revision, 
4. Including balancing item. 
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1950 when the year is taken as a whole and conse- 
quently did not lead to any substantial net amount 
comparable to earlier years. In 1949, for instance, 
transfers of convertible exchange on sterling area 
account and some other types of multilateral settle- 


ment amounted to $491 million. In several] years 
these settlements were even greater when the Ca- 
nadian current account surplus with the sterling 
area was at its highest postwar levels. The cor- 
responding net figure in 1950 was only $11 million. 


Transactions with Other Countries 


Canada’s current surplus with other overseas 
countries than the countries of the sterling area 
dropped sharply in 1950 to $71 million, a little 
more than one-third of the current surplus of $202 
million in the previous year. This change was great- 
est in trade with European countries, the surplus 
with the Continental E.R.P. countries, including 
their dependencies, dropping from $187 million in 
1949 to $112 million in 1950. With al] other countries 
in this group there was a change from a smal] surplus 
of $15 million in 1949 to a deficit of $41 million in 
1950. As in the case of trade with the sterling area 
trends in both exports and imports contributed to 
these changes. Neither the decline in exports nor 
the rise in imports was as sharp as in the case of 
trade with the sterling area. The drop in exports was 


544 million, while the rise in imports was $83 million 
or about 9% and 27% respectively. A large part of the 
drop in exports was in grain and other agricultural 
products. Although some raw materials like wood 
pulp also declined, the value of other raw materials 
and primary products Jike non-ferrous metals was 
better maintained. Exports to Latin America were 
higher in 1950 in contrast to this trend with Europe. 
But declines also occurred in exports to all other 
foreign countries. The trends with individua] coun- 
tries were quite irregular, however. There were con- 
Spicuous declines in exports to some destinations 
like China, Iran and Turkey, which were partly off- 
set by a rise in shipments to other markets, like 
Japan, while at the same time exports to other coun- 
tries were comparatively well maintained. 


TABLE 11. Domestic Exports to Other Countries (including E.R.P. group) 1948, 1949 and 
1950, adjusted for balance of payments purposes 


(Millions of dollars) 


PIBUTDAMICTICH. ccascees sccivseces ses scm papationosniosooNS sHbododondaoncaseoasad 
NCTIART Aivessoi's's's.ci0;0.s9's Biatnrawiswnre Solaialaieielasieisioe’s ela Nemisis ee.aisle sis|aisli’a sie Paleis cesielesele ce's 
RRR cea eer ees'a ads <ieateiscnisle estes asies cin cotsiole ode ewicie(eeise ecieise amisiesesceclsines cess 
PEEL ELL Me ve eeselccetcu tes sis clevisesiccscs Paeiicc cis telcesislceasieeblcitslescae alecisisiogiossieiee 
SULIEK OV eialoniels sis cineiasin's ae sien sGanesscasa nies eeiisine rr eesisiass Detreiiainsisa sleniei ree rersers 
All other ..... sgeeecpascsieseesie aeccesaate acaabieniehieculdsiccileciesiesieslccmee tees 

Total ..... abslecwicele's ei sie araceeGsesseces nresenabassoosacceesodncoedNOE 


Pm RPi group! 2.8 EM A Ra ke WEG? Ano Aa See... 


POC SCH Oooo OOS HOSE EE OO OEE DESO EE 


1. Including Dependent Overseas Territories. Exclusive of countries of the sterling area. 


An increase in imports appeared in trade with 
Europe and in trade with several countries outside 
Europe where Canadian imports rose conspicuously. 
These included Arabia and the Netherlands Antilles, 
imports from both of which sources rose sharply 
with the diversion to these sources of purchases 
of petroleum and products. Another much more pro- 
minent source of imports in 1950 was Japan, where 
there was a widespread increase in imports of many 
types of manufactured goods. A moderate rise oc- 


curred in imports from Latin America, although the 
total] imported from the principal source of Canadian 
imports in that region, Venezuela, dropped due to 
some decline in petroleum imports; the volume of 
some other purchases from Latin America was no 
higher in 1950 as price increases were responsible 
for a large part of the higher value of purchases. 
Non-merchandise transactions with all cther foreign 
countries yielded a current surplus of about the 
same size in 1950 as in the previous year, 


Changes in Composition of Canadian Exports and Imports 


The composition of Canadian exports changed 
Significantly in 1950. Agricultural and vegetable 
exports, which in 1949 were 25.8% of all exports, 
fell to 20.4% in 1950. Wood, wood products and paper 
rose from 29.2% to 35.7%, while iron and its products 
fell from 9.8% to 8.1%. While one of the basic changes 
in exports in 1950 was a shift from exports to over- 
seas countries to the United States, it is important 


to note that the increase in exports to the United 
States market did not necessarily offset the specific 
declines in commodities exported to the rest of the 
world. Total exports of agricultural and vegetable 
products fell by $136.1 million in 1950; exports of 
these products to the United States rose by $6.3 
million, while exports to the rest of the world fell 
by $142.4 million. Total exports of wood and wood 
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products rose by $237.6 million; exports of these 
products to the United States rose by $306.6 million 
in 1950, while exports to the rest of the world fell 
by $69 mnilion. The same pattern appears in exports 
of non-ferrous metals and products. In the case of 
iron and products, total exports fell by $41.8 million; 
exports to the United States rose by $27.7 million, 
while exports to the rest of the world fell by $69.5 
million. In some cases, as in the case of wheat, the 
total supply available for domestic and foreign con- 
sumption was smaller in 1950 than in 1949. In other 
cases, the domestic market took more of the available 
supply than in 1949, leavingless available for export. 


About three-quarters of the rise in exports of 
wood and wood products in 1950 represented increases 
in volume of exports. In the case of non-ferrous 
metals, the increase of $70.1 million in exports to 
the United States was virtually all due to price 
increases. While the prices of exports of agricultural 
and vegetable products and animals and animal 
products combined rose by about 3%, volume fell by 
slightly over 10%. This reflects mainly the decrease 
in wheat exports. Non-metallic minerals and products, 
and fibres and textiles showed price increases of 
about 8%, while iron and steel and chemicals and 
fertilizers showed very little change in average 
prices. There were substantial increases in the 
volume of exports of chemicals and fertilizers and 
non-metallic minerals and products, and a substantial 
drop in the volume of exports of iron and steel and 
their products. 


It is difficult to analyze closely the stage of 
manufacture of Canada’s exports without a most 
intensive study. It is worth noting, however, that 
foodstuffs and raw materials probably form a larger 
proportion of Canadian exports than in 1949. Exports 
of wheat, other grains, seeds, and eggs fell in 1950; 
but exports of cattle, fish, planks and boards, unman- 
ufactured wood, wood pulp, newsprint, aluminum, 
and nickel all rose. On the other hand, highly 
manufactured items seem to have formed a smaller 
proportion of total exports than in 1949. There were 
sharp decreases in exports of locomotives and parts, 
railway cars and parts, aircraft and parts, ships and 
vessels, and miscellaneous manufactured commod- 
ities, There were also decreases in exports of rolling 
mill products although exports of pigs, ingots 
blooms and billets rose. 


The increase in the value of imports in 1950 over 
1949 was general, but the largest increases were in 


agricultural and vegetable products (+$107.1 million), 
iron andits products (+ $88.6 million) and non-metallic 
minerals and their products (+$76.4 million). Imports 
from the United States represented about $34 million 
of the increase in agricultural and vegetable products; 
about $60 million of the rest of the increase of $107.1 
million in this group represented imports from 
countries other than the United Kingdom. Imports of 
iron and its products from the United Kingdom made 
up $67 million of the increase of $88.6 million in 
this group of imports. In the non-metallic minerals 
and products groups, the United States supplied 
$47.3 million of the increase of $76.4 million, with 
countries other than the United Kingdom supplying 
almost all of the remaining increase. 


The largest absolute gains in the agricultural 
and vegetable products group were in fruits, grains 
and products, sugar, coffee, and rubber and products. 
Cotton and wool imports rose substantially, partly 
reflecting increased prices. The large rise in imports 
of iron and products mostly represents imports of 
automobiles and parts from the United Kingdom. In 
the non-metallic minerals group the large increases 
were in coal, petroleum, and petroleum products, 


The rise in imports of agricultural and vegetable 
products and animal and animal products was due in 
about equal degrees to price increases and volume 
increases. The rise in fibres, textiles and products, 
representing increased imports from the United States 
and countries other than the United Kingdom, was 
almost all due to price increases if the group as a 
whole is taken. In the iron and products group as a 
whole the volume of imports rose about 3% while 
prices rose about 7%. The volume of non-metallic 
minerals and products imported rose about 12% over 
1949, while prices of this group as a whole rose 
only slightly. In the other groups of imports, both 
price and volume increases accounted for the 
increased values. 


The net barter terms of trade, measuring the ratio 
of export to import prices, continued to decline in 
1950. When measured on a 1948 base, the terms of 
trade have deteriorated irregularly in every year 
since 1946. Since 1948, average import prices have 
risen 10.7% while average export prices have risen 
8.5%. Calculated on a half-yearly basis, the terms 
of trade were 99.7 and 101.7 in 1948, 101.5 and 
99.4 in 1949, and 97.0 and 98.9 in 1950. 


TABLE 12. Foreign Trade Price Indexes and the Net Barter Terms of Trade 


Prices of 
Domestic 
Exports 


Net Barter 
Terms 
of Trade 


(1948= 100) 
76.4 104. 6 
87.8 104.3 
100. 0 100.0 
103. 2 99.9 


110.7 98.0 
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The great changes in the direction as well as value 
of trade may be made clearer by comparison with pre- 
vious periods. In 1929-31 between 42% to 45% of Can- 
ada’s exports went to the United States, between 19% 
to 23% to the United Kingdom, and about 35% to other 
countries, In 1936 and 1937, however, the United States 
took only 39% of our exports, countries other than the 
United Kingdom took 25%, and the United Kingdom had 
increased its share to 36%. This was generally true 
after the first few years of the ’thirties. In the late 
’forties this distribution had changed once more. The 
United States took 50% of Canadian exports in 1948 and 
1949, while the United Kingdom took 23% and other 
countries about 27%. The pattem in 1950, with the 
United States taking 65% of our exports and all other 
countries only 35%, bears comparison with no other 
period in the ’twenties and ’thirties. The increase of 
35% in exports to the United States from 1949 to 
1950 is comparable only to the decline inour exports 
to the United States in 1930-31 and 1937-38. 


A great many specific factors determine the level 
and composition of imports, such as trade restrictions 
of various kinds, supply conditions abroad, the 
behaviour of particular components of internal econ- 
omic activity, and so on. It is dangerous to put too 
much emphasis on comparisons of aggregates, but a 
Significant fact appears if imports are shown as a 
percentage of gross national expenditure. Imports in 
1928 and 1929 were about 20% of gross national 
expenditure. By 1931 this proportion had fallen to 
13%, and by 1936 to 1938 was still at that proportion. 
In the period 1948 to 1950, with relatively great 
economic activity as in the late ’twenties, imports 
were 17% of gross national expenditure. One reason 
for this may be that investment activity which 
generates a strong import demand, was a much 
smaller proportion of gross national expenditure in 
the ’thirties than in the late ’twenties and the last 
few years, 


TABLE 13. Summary of Current and Capital Transactions Between Canada and All Countries, 
1945-1950 


(Millions of dollars) 


Current Account: 


1945 1946 1947 19 49 1950! 


Gross Current Receipts .........6 StoponbadsoncolconouaggocesHadocedaanaan 3, 365 4, 229 
SLOSS SMO Uren AVI CUTS sansesssnseveeene 4 cae cacsisedcancessceseees AGOOUSS 2,905 4,545 
CUITENLZACCOUNL BalanGes c,cresessscossecccecssececcsdenecsesteces aaisieissieiels + 460 =o 16 
CHITENLEDCLICIEIWILHUU GaAs crs cece ssossdsesesecnsscnacepueescse ss aaa 607 - 394 
Current Surplus with Overseas Countries ......ccccceesessecscscees +1, 5105+ 1,067 aR 
Official Contributions to Overseas Countries ........sseescess core |= 858 | - 97 = 
Net Balance on Current Account (Excluding Official Contributions) |+ 688 | + 2 lsh 


Capital Account: 


Neu Post War Loans by Canada? .0..0...0...00.cnsdesosssrsccensssesssone ees 

Eve DAVINENUS PVA UK COM OWOEP LZ08NS .ccscsessieuessncecacceesvesecaeasess ‘ + 51 

Financial Settlement with U.K. ....... Peicielsisictelantnins’s eset s's Riles seeeeeaes ~ 

Interim Advances to British Countries ........sscseseeseeeee ssies susie _ 

Net Retirements of Canadian Securities Held Abroad .........0e00. - 64 

All other Capital Movements (net)? .......seceeeeee aienantumene ccakoana + 1/052 

Net Change in Official Liquid Reserves: 

Decrease (+) .....05 aaitane asics s spieis Mieldnlnie/siois'e slelie Ooluslonies'c eccisican ee seintincnas 

Increase (-) ..... AS-nobsodsodeenonnde Daeapasisllspie tise secssccoectecneesnotes 695 
+ 316 


1. Subject to revision. 
2. Excluding interim advances to British Countries. 
3. Including balancing items of errors and omissions. 
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TABLE 14. Summary of Revised Estimates of Canada’s International Accounts, 1949 
(Millions of dollars) 


United ts a 
Kingdom Other er 2 
— pe) 38 and ‘“*BOReP.’’| Overseas eee 
Sterling | Countries | Countries 
Area 
Current Account: 
Current, Account Balances ...cc...cesss Paes Eeaele wleln eesti semen wels seed $LSG +574 +187 Lb - 589 
Capital Account: 

Postwar loan to U.K. and Export Credits: 
Total drawings ON LOANS .......sccccancecesecovccccccrcssssesenscsss - 120 10 - = 
PLineipaliNEPAVMENLS were esusucesserdedeiisciesseseseidecsessyecssesres or eats} — abe adil steal - 
INGE TIGAS Hc desc cceecetaues oleae ee cwsievieceveisins \elsleclelemetsieisios cleivin.cie.esleere's - 107 - 120 + 11 + 2 — 
Net retirement of Canadian SECUTPITIES ........cccescesccerccvececvecs - 42 - 10 ae | — nice ilk 
Net trade in Outstanding SCCUPILICS circ. cnccescccecsese siinse vseneased + 24 =P Lo i) ar di + 41 
Direct iNVestmMents IN Canadaeicsc.cecaccoceveseess eee “ + 88 apy dts = oe) - segs: 
Other CapitalemoVvementSrrrccscecescseedeees vsecsecssesecedsceewecsesssss = 5 + 61 = 18 - 9 - 39 
Net receipts of convertible exchange from overseas countries — -491 -174 - 9 +674 
Balancing ibem= ee sike«deansesetns hath oe techies Pe eahine cbeiccsesnatect ts ae = sili - ll = = = 
Balance from all above tranSaCtiOnS <0... ..cccccscesesccreccssssesces +134 — — - +134 
Increase in Official liquid TESETVES ......cccscccescccccscccescocceces +134 _ -— — +134 


1. Including some capital transactions on account of ‘‘other overseas countries’’, 
5. The balancing item reflects errors and omissions, 


Note. A minus sign (-) designates payments, outflows of capital from Canada, or purchases of convertible exchange. 


TABLE 15. Summary of Preliminary Estimates of Canada’s International Accounts, 1950 
(Millions of dollars) 


United 


Kingdom . 
— ets and “ROR.P.’’| Overseas rove 
Sterling | Countries | Countries 
Area 
Current Account: 
@UMTENECACCOUNESRA LANCE ectenecctascicectes ca resmecetacseomees bess easicss -316 - 394 
Capital Account: 
Postwar loan to U.K. and Export Credits: 
Mota lndrawiNes! ONULOANS ears sem ce cace aac tise detevecsbecsec essere: - 50 - 
Principal] repAYMENES: s..ccc.ceecsder dete csatauetetenwsisverasueve ves ve teem = 
INGE TsOBNS .caede Schon ccstuccecebierseCapsigienns sce vesativesscoctenadecnsectene aL = 
MepayMents: OL.WaP LOADS? scccccecstiececsee stenscevecceeseseRescussests's Sil _ 
Net retirements of Canadian SeCUritleS............cccccsseccccceeees - 64 - 44 
Net trade in outstanding securities. 
Ganndian SCGUrILLES u0.<.s.cecncus teccevenesdersmobeseacasenstaccenseas +329 +363 
MOrelen SeECUrItLES <, .s.-cccoccscereceenteletccaeevsresteetasencseaness + 66 + 65 
Direct Investments. .i1 Canada. <coescesssvecsusocrcne veoacteve dos teneee +190 +167 
@ther canital movementS-wer, we ctar eres cactaceonsscccamemteremeeras +467 +400 
Net receipts of convertible exchange from overseas countries _ +138 
Balanee from all above transactions’, ...0..>escssecscswatecectecencee +695 +695 
fnerease in Official ligtid TESErVES™. ..<.. cvs beaeecenceseteceseececce’ +695 +695 


1. Including some capital transactions on account of ‘‘other overseas countries’’. 
2. Including errors and omissions, 


Note. A minus sign (-) designates payments, outflows of capital from Canada, or purchases of convertible exchange. 


ee 
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TABLE i6. Current Account of the Canadian Balance of International Payments 
Revised Statement for 1949 and Preliminary Estimates for 1950 


(Millions of Canadian dollars) 


Other 
Sterling Area 


All United 
Countries Kingdom 

1949 | 1950 | 1949 | 1950 

A. Current Receipts: 
Merchandise exports (adjusted)....... 2, 989 |3, 139 701) 469 
Gold available for export........scsee 4 139 163 _ - 
Tourist expenditures .........00. SBasnace 286 275 11 i. 
Interest and dividends .....cccsscessoeee 83 93 9 5 
BTelZHE ANd SHIPPING. .c.00c0ccceercessee 303 287 89 65 
Inheritances and immigrants’ funds... 66 56 34 13 
All other current receipts......ccseseees Aa) BAG 46 37 
Total Current Receipts .............. |4,077 |4 229 | 890) 596 

B. Current Payments: 
Merchandise imports (adjusted) ....... 2,696 |3, 129 300 399 
Tourist expenditures ....... seesinesiedesie 192 222 17 19 
Interest and dividends .......scecccceece 390 474 55 55 
Bretghtiand Shipping. ....c.ccccscsccswees 253} 301 Bi; 36 
Inheritances and emigrants’ funds... 53 63 10 10 
All other current payments .........e86 306 356 37 44 
Total Current Payments ............. |3, 890 4,545 | 451] 563 
C. Current Account Balance ............. | +187 | - 316 | +439 | +33 


1949 


1950 


“e Other ” All Other 
1S) Ro) Countei 

Countries Tres 

1949 1950 

221 223 

1 1 

16 13 

30 24 

3 2 

8 8 

219 271 

231 280 

iI 1 

2 2 

a 8 

1 1 

22 2 

264 312 

+15 - 41 


Note. Exports in 1950 are exclusive of contributions to North Atlantic Treaty nations of military equipment from 


Canadian stocks. 


TABLE 17. Current Account Between Canada and All Countries, 1926-1950 
(Millions of dollars) 


Current 


Receipts 


Current 
Expenditures 


1,665 1, 538 
1,633 1,643 
1, 788 1,820 
1, 646 1,957 
hy ASHE 1, 634 

OZ 1, 146 

808 904 

829 831 
1,020 952 
1, 145 1,020 
1, 430 1, 186 
1, 593 1, 413 
1, 361 1, 261 
1, 457 1,331 
1, 776 1,627 
2, 458 1,967 
3, 376 2, 275 
4, 064 2,858 
4, 557 3, 539 
4, 456 2,910 
3, 365 2,905 
3,746 3,661 
4, 147 3,676 
4,077 3, 890 
4, 229 4,545 


Net Balance on 


Net Balance Mutual Aid and 
On Current Other Official Sacer 
Account Contributions ue Eee 
Contributions 

ce lla — ae A All 

te 10 - wv 

- a2 —_ “432 

oy pyilal - 311 

=e 33 _ - 337 
=.,.1%4 — - 174 

- 96 _ - 96 

- 2 —_ aed, 
SOG - + 68 

oe BAR - +125 

+ 244 — +244 

+ 180 — +180 

+ 100 - + 100 

ce PS — +126 

+ 149 = + 149 

+ 491 — +491 

+1, 101 1,002 + 99 

+1, 206 518 +688 
+1,018 960 + 58 

+1, 546 858 +688 

+ 460 97 +363 

a PO 38 teed] 

t e471 19 +452 

+ 187 — +187 

= 316 ~ - 316 
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TABLE 18. Geographical Distribution of the Balance on Current Account, 1926-1949 
(Millions of dollars) 


Vear Ae Ate United | Other Overseas United 
es Kingdom Countries States 
19 2G cencsnedensnccsacs Bclaseassemmaseneeeeecececeses Reeseee - 231 
LO Drittreevessuiteteoecoesealecete Meese aiaceise SOOO AR Se CaIGOCHG - 248 
AGS remescevesesar sels seecex aictelsiaslicioaele aie eateries eaineie ss - 349 
19.29 Seceewrec cesses sieatecsiseeeet Edsdcudaccosssodescandod : - 437 
19 SO steneees Nemcacomeneeed CEO CEROOFE angregne SEO AOCC OGL : - 344 
LO Bilsencessemecsee aecaeaese doe od aaiesenraenees ecudadenee sce dl - 205 
NOS 2meegestecessences seeeledescersncoeedeeccoteecsesecsecses : ~Selos 
HOS variecisinelendensesisanetedacdcdceaseewestereae spopesodoqooe =~» Bas 
UTS Sacre SCOCERIOS SCC ICIROODO SORE Ss eonddcpedsoodeuseccocnenn == 350 
UDO sancecdsecuesisrcedscdveccdssctececcldcsse cooneeer asses = 29 
MIS BAS Ae GRC COOL Ge OSOCHOSCAC GUCEENCOAEC Co CONOE CONECLOOGO0 = 1 
LO Bilinecapescsonsersectoadeccctxeaccreccesieesecensctesrences = 4 
IQS accede te sstadesavcncs Mest aaetecstoicss deecctcmacienee - 149 
1 eer BRO ree SocnosArtioccan code boancaa cio cuccsocebaacceesa4 = HG 
1940...... Ra cbncerlesscenssiusonsnunsenscecvecacaeceedesscecs - 292 
LGD ee mecsssccsc cues ccsttetettavagtensiaee st ces deeeceacets 734 - 318 
LD Giz sonia seciniessicnd tates se (casistinsiteaicic devetaie siesta pelainatsio este +1, 101 +1, 223 =~ 180 
LG Seatceaters scclvstessevetobevscce veces ccccsecetcrser tess. +1, 206 +1, 149 = 19 
RIAD ve deasevaveces cagsevicsscseceasveceesccecetoeecceceds van +1, 018 + gol! 
MDS De cnvessssicasepes pen smi cencansarsasiaacsnse eet eenvesetsse +1, 546 + ag 
MDE Oceansccessanusicsaseacucscaresstesescunsaatresscemeses - 607 
LDA lie wee nencioaads cena setersceere tech ven eves ats sadeece«naces -1,135 
LGU secesuserhacesestarencnasvayeensesvccnaceceetes: dhecre - 393 
MeO rear esacwatenaceesccreusctedeesterwededacsrdactecas cans - 589 
EDO cacaguanseccsecdvedbadiacnsenveccdsctcecneteeratsrscns - 394 


1. Excluding wheat exports diverted to other overseas countries, and exports of gold. 
2. Including estimated wheat sold in European Countries. 
3. Including all net exports of non-monetary gold. 
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TABLE 19. Statistics on Canada’s International Investment Position 
A. Summary — Non-Resident Investments in Canada, 1926-1949 
(Millions of Canadian dollars) 


Held in United Kingdom 


BNaiy etieiniasisleleerseere WNOSO oe OOeS 1,668.0 1,694.0 
Heldvin United States oc... ccssce.scceese 3,196.3 | 4,659.5] 4,151.4 | 4,990.0 ye MhewiEO) DTOCOMONMO MOS AO 
Held in Other Countries................... .0 SSNS) 340.0 


Total — Non-Resident Investments in 
ad 


Benue seividneseseescsevasaeserces 6, 002.6 | 7,613. 6,913.3 | 7,092.0) 7,178.0] 7,174.0] 7,513.0] 7,966.0 


B. Summary — Value of United States Direct Investments in Canada in Companies Controlled 
in the United States, by Forms of Investment, 1926-1949 (Included in Summary A) 


(Millions of Canadian dollars) 
1926 1930 1939 1946 1947 1948 


WapitaleGlOCKSrrecs....-ceecce re asics dogs. 1,329.4 1,804.0] 2,061.0] 2,212.0 
SONU Stem aeetar seine norace Se ncoat tates cavicee aun: 336.3 339.0 
Othersinvestments ce... dein cece cceecccse: 32750 572.0 

Masters Mele a areeeTemaseislereic bie ale aiarb.aiy aisneiets 1,402.5] 1,992.7] 1,880.9] 2,304.0] 2,428.0 2,548.0) 2,829.0] 3,123.0 


C. Summary — Canadian Assets Abroad, 1930-1949- 
(Excluding Investments of Insurance Companies) 
(Millions of Canadian dollars) 


- 1930 1939 1945 1946 1947 1948 1949 


Direct Investments Outside of Canada ............. 443 671 720 172 822 788 893 
Portfolio Holdings of ForeignSecurities ............ 842 719 621 551 579 605 638 
STOUBENIMENUECKE CICS Menai nt ee teenies os csanettatecdens 31 31 707 1, 362 1,816 1,878 2, 000 
Net External Assets of Canadian Banks ........... 180 2 2 2 2 2 2 
Official Balances Abroad and Gold ................. 2 455 1,667 il, Payal Gilat 1, 006 l23Z 
PLOURISrorccec cscs cere cevccs te cohie se eksccoecs eoveesvetous 1, 496 1, 876 3, 715 3, 936 3, 728 4,277 4, 763 


1. Including Newfoundland and subject to revision. 
2. Not available. 


Note. A more detailed analysis of British and Foreign Investments in Canada and Canadian Investments Abroad has 
been published in Canada’s International Investment Position Selected Years 1926 to 1949. 
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THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS, 1951 


Canada’s current account with all countries 
shows a deficit of $524 million for the twelve months 
period of 1951. This excess of imports of goods and 
services followed a current deficit in 1950 of $329 


~ million. 


Although the current deficit in 1951 increased 
by more than one half over 1950, this was due to a 
large deficit in the first half of the year. In the 
second half of the year there was a small current 
surplus. Recent current deficits have therefore been 
largely concentrated ina comparatively short period. 
There has been a current surplus in the post war 
period as a whole, as surpluses in the years from 
1946 to 1949 have been greater than the deficits in 
1950 and 1951. There were also current surpluses 
consistently each year during the recent war, and in 
the previous years from 1934 on. 


Large parts of the current account are subject 
to wide variations within short periods, with the 
result that the current account balances often change 
rapidly. The effects of variations are particularly 
marked when total transactions are so great, and 
proportionately small changes in these have relative- 
ly large effects on the current balance. The deficit 
in 1951 was less than 10% of gross current credits, 
which compares with the current deficit in 1930 


which amounted to 26% of total current credits in 
that year of heavy capital inflows in the prewar 
period. 


The enlargement in the deficit in 1951 was due 
principally to the growth in the volume of imports 
which led to a large import balance on commodity 
account. But as shown in statements 1 and 2, there 
was also a larger deficit from all other current trans- 
actions, and in both 1950 and 1951 the largest net 
contributors to the current deficit were payments of 
interest and dividends, and miscellaneous current 
transactions. A substantial increase occurred in the 
latter in 1951, and a small deficit appeared on travel 
account in contrast to an appreciable surplus in 
previous years. 


Payments to the United States Government on 
account of the replacement of equipment and other 
defence purchases were also a notable element 
contributing to the deficit shown in the current ac- 
count. At the same time Canada contributed Mutual 
Aid to NATO countries of $165 million in 1951 
and $57 million in 1950. The latter amounts do not 
directly affect the size of these current account 
deficits, which are a measure of the net inflow of 
capital into Canada in 1950 and 1951. 


STATEMENT 1. Summary of Changes in Current Receipts and Payments Between Canada and All 
Other Countries— 1951 


(Millions of dollars) 


Current Receipts 


1951 


Change 
in 1951 


Commodity exports (AGJUStEC) ......erecscerereecsrecsrrsesessercrsserssenereners 


Mutual Aid to NATO Countries 


All other Current receipts ......cscccccceeecrsereceeeessecrerscsecsereracasesssseenenees 


Total current reCeiptS ..............ccccceece cect ee ceeeeeernrreeeeeeeenens 


Commodity imports (AGjUStEA) .....ereceecseeerrecrseererenneaserasereesseneresans 
Mutual Aid to NATO Countries ......cceessesccsersecesreeeessenseesenenecensreecns 
All other Current PpayMent .......ccccccesseceseserersenserecssrssessseneeseesenseens 


Total current payment ..............:c:cccceceecceeeeeeecesteneeeneeneeeaes 


seeeeeee 
ee eceescreceessereeesesasscesessescsssssearseseeseee 


seeeeeee 


eeeeeees 
seeewens 


Current balance ............-:::ccccceeeereceecececeenentnecaeceseerenaeesenennnaces 


Current Payments 
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Bilateral Changes 


Another salient change during the year was a 
widening in the disequilibrium with individual coun- 
tries and areas. The current surplus with overseas 
countries increased substantially in 1951, but was 
still less than in 1949 while the current deficit with 
the United States increased to a size which was 
only exceeded in the record year of 1947. The current 
surplus with all overseas countries increased in the 
year from $74 million to $431 million. Over half of 
this was due to an improvement in the surplus with 
the United Kingdom which rose from $28 million to 
$220 million. The remainder was distributed between 
O.E.E.C. countries and other foreign countries, the 


former group rising from $109 million to $220 million 
and the change with the latter group being $60 
million. There was again a small current deficit with 
the countries of the sterling area other than the 
United Kingdom, which increased to $29 million. 


The current surplus which Canada had with overseas. 


countries in 1949 amounted to $776 million. The 
surplus with United Kingdom in that year was 
almost twice as large as in 1951 and in the same 
year there was a surplus with the rest of the sterling 
area of $135 million. But the surplus with all other 
overseas countries was slightly less in 1949 than 
in 1951. 


STATEMENT 2. Summary of Changes in the Principal Elements of Canada’s Current Account with 
All Countries — 1951 


(Millions of dollars) 


Exports (adjusted) 


Tourist and travel expenditures 
Interest and dividends 
Freight and shipping 
Inheritances and migrants’ funds 
Miscellaneous current transactions 


Total Current Transactions 


One reason for these changes was that during 
1951 there was a return in the second half of the 
year to something closer to the customary pattern 
of trade in which Canada has large export balances 
with the United Kingdom and other overseas coun- 
tries, and throughout most of the year there was 
again a substantial import balance with the United 
States. In 1950 this pattern had altered to such an 
extent that there were only comparatively small 
amounts of unbalance in Canada’s merchandise 
trade with overseas countries, and with the United 
States. The unprecedented results in 1950 were 
chiefly the result of the record proportion of 65.2% 
of Canadian exports which went to the United States 
in that year. While there continued to be a high 
proportion of exports to the United States in the 
first half of 1951, this percentage dropped in the 
second half with the rise in exports overseas. Con- 
sequently, in the year as a whole, the percentage of 
Canadian exports going to the United States dropped 


ere eer ere errr errr rrr errr rr errr errr errr eer reer erry 


DMP ORES: (AUIUSECU Es ce... ccceccececaxchvestec ane casteess caves t teers ceatte eee tease 


POO Oe eer er ener ee ee reese eH ee Er ee EO eS ODES ESEE HOHE DOS EO HOSE ED HEH HOES ES ESE EES EESS 


Pee eee ee er reer Peer rr errr er errr ere rrr eer ere rr Ty 
FOP Re eee n seer near eset ee eeee sees sees ee eeeHee esse esesssseeeees 
Pere er eee i eer crete teri tee err err eee ee rere y 
CHO Oa eH nee en en eH eee ews Oe ODE SOE PE OHHH EEHO RETO E HEHEHE ES OHE HIDE HOES SHEED 
POP Oe ee Reet ewes anew ena e ee reerosesee esate eusseees 


FOR eee eee nese eee sere reeseeee sees ee ea eee esses seesee® 


to 58.9%. But this ratio was still very high in re- 
lation to years before 1950, particularly in the period 
before 1948, when exports first rose to the unprece- 
dented levels of recent years. 


The rise in exports overseas led to the rise in 
export balances with overseas countries. The rise 
in the import balance with the United States in 
1951 was due to the relatively moderate rise in the 
value of exports to that country at a time when im- 
ports by Canada rose sharply. These changes in the 
direction of merchandise trade were the chief in- 
fluences leading to a greater unbalance in Canada’s 
current accounts with these countries. Some adverse 
trends in non-commercial transactions with the 
United States also added to the current deficit with 
that country, while larger receipts on freight and 
shipping account with the United Kingdom and the 
first instalment of interest on the postwar loan 


eee 


——— ee 


——— 
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added to the current account surplus with the United 
Kingdom. The changes in non-merchandise items are 
shown in statements 1 and 2 and discussed in the 


sections on current transactions with the United 
States, the Sterling Area and Other Overseas Coun- 
tries which follow. 


Trend in Recent Periods 


The current deficit in the first half of the year 
was greater than in the whole of 1951. The deficit 
in the third quarter dropped from the peak in the 
second quarter, and was more than offset by a current 
surplus which followed in the final quarter. 


The current deficit first became prominent in 
1950, when deficits of a not unnormal size in the 
first half of the year were followed by a large deficit 
in the final quarter. This latter deficit was abnormal 
seasonally, as customarily there is a large export 
balance in that period. But the latter failed to recur, 
and there was furthermore a heavy concentration of 
year-end dividend payments. The recent period of 
most heavily concentrated deficits, therefore, only 
extended from the fourth quarter of 1950 to the sec- 
ond quarter of 1951. 


While a current deficit in the first half year has 
not been unusual in recent years, the deficit which 
developed in that part of 1951 was distinguished by 
its exceptional size. This resulted chiefly from the 

rapid expansion in the volume of imports, which 
were about 24% higher than in the same period of 
1950. Contributing to the rise were inventory ac- 
cumulations on top of. other heavy investment de- 
mands, higher consumption, and freer supplies 
abroad. At the same time, some Canadian export 


Underlying Factors 


A combination of underlying factors contributed 
to the deficits in the past two years. Some of these 
resulted from internal developments while others 
had external origins. The high level of economic 
activity in Canada has, of course, been one of the 
pervasive underlying forces behind the high levels 
of Canadian spending abroad. Each of the leading 
elements in national expenditure was higher in value 
in 1951 than in 1950 with the exception of new 
residential construction. Investment by business in 
non-residential construction and machinery, and 
equipment increased particularly sharply and in 
addition there was a large inventory accumulation. 
Inventory accumulations in 1951 were particularly 
large in periods when imports were at their peak and 
the heavy import demands seem to have been in- 
fluenced significantly by the demand for inventories. 
- Besides affecting commodity imports the high level 
of economic activity led to large earnings and divi- 
dend payments on foreign capital invested in Canada. 
But the financing of investment programs of many 
Canadian subsidiaries of foreign companies led to 
large reinvestments of undistributed earnings. 
Current expenditures on services also reached new 
peaks, most notably in the case of expenditures of 
Canadian travellers abroad. The general post-Korea 


shipments in the first half of the year appeared sub- 
normal both in relation to heavy sustained demands 
and the eventual levels of the last half of the year. 
Net outlays on international travel were also heavy 
in the first half of the year. 


The deficit from commercial trade disappeared 
in the third quarter of 1951; there was a surplus 
from tourist expenditures, although this was less 
than is usual for that period. But an overall current 
deficit resulted in the quarter whan payments by the 
government on account of defence purchases were 
included. 


The current surplus in the final quarter of 1951 
resulted from the large export balance, which ac- 
companied the rise in the volume of exports over- 
seas and the failure of imports to rise again to the 
peak reached in the second quarter. These opposite 
movements in the volume of trade were combined 
with a favourable change in the terms of trade. The 
latter resulted from a decline in import prices in the 
last six months of the year, and some further in- 
creases in export prices in the same period. But 
dividend payments were again very heavy at the 
year end, and this reduced the size of the current 
account surplus in the final quarter. 


Behind Current Deficits 


rise in prices was another factor influencing the 
current deficit as import prices rose somewhat more 
than export prices in the earlier period of 1951 when 
imports were so heavy. Subsequent declines in im- 
port prices occurred after the peaks in volume had 
been passed. Advance payments on account of de- 
fence purchases also added significantly to the 
current deficit shown in 1951. 


While these strong influences were at work in- 
creasing Canada’s current expenditures abroad, 
there has been less flexibility in Canadian exports 
of goods and services. Although a feature of Cana- 
dian exports in 1951 was the rise which occurred in 
shipments overseas in the second half of the year, 
the volume of shipments overseas was still much 
less than in 1949 and earlier Important groups of 
commodities which were formerly exported over- 
seas by Canada have been reduced from earlier 
levels or have virtually disappeared from exports. 
At the same time the volume of Canadian exports to 
the United States as a whole was at least no higher 
in 1951 than in 1950 although higher than in 1949. 
The same applies to other important groups of cur- 
rent receipts from the United States, such as gold, 
where the volume of production declined, and ex- 
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penditures of United States travellers. The latter did 
not change much in total value and expenditures in 
terms of volume of goods and services bought by 
tourists seem to have declined. 


Even when demands are very high the potential 
level of exports is directly related to available 
capacity, whereas in the case of Canadian imports 
Canadian demands in most instances are not large 


in relation to available supplies abroad. There are 
distinct limitations to rapid rises in many of the 
staple commodities as generally all available pro- 
duction of these has been exported for some years. 
Furthermore at times there have been some tem- 
porary factors tending to hold down Canadian ex- 
ports, particularly in certain periods like the first 
half of 1951 when the volume seems to have been 
somewhat less than normal for recent years. | 


STATEMENT 3.Summary of Changes in Current Balances Between C anada and the Principal Countries 
and Areas— 1951 


(Millions of dollars) 


Change 
in 1951 


Between Canada and: 


Winited) Statesive.c.teceseeesoveceste ceavcceveccpaversssss -aovssestusenes sezatessverse censuses 
Win Ged Cine domibeewec.ccteeccssccssastasetectssescesecss dcowectsosseccaecannteseer sexs 
WUMEHSLELING, ALCA cero seer esacetateccacrestovcsssncestocdtecerers seeentesectcesss 
OUMEH Os Bel © mCOURWICS cer -cssssercceser ceeacccsscasssiesccusstasascanaccnasennse 
Pl OUNCE (COUMUN CGrecccercasatss seaceassaccavecsvhestacursstiaseresccerssestvcussssceses 


Total— ALP Countries ise se ares Soe anette 


Capital Movements 


The year 1951 has been the second year of 
exceptionally large capital movements of a predom- 
inantly inward direction. The nature of these and 
the motivating forces behind them have been differ- 
ent in the two years. The most characteristic in- 
flows in 1951 were long-term movements connected 
with the financing of Canadian development. Exam- 
ples of these are the inflows for direct investment 
by foreign companies in Canadian branch and sub- 
sidiary companies and the sales of new issues of 
Canadian securitiesin the United States by Canadian 
provinces, municipalities and companies. Each of 
these goups of inflows increased sharply during 
1951 and together they account for a major part of 
the new inflow during the past year. These inflows 
are of a long-term character and contrast with many 
of the inflows in 1950 when movements into Cana- 
dian dollar forms of assets, resulting from specula- 
tive motives by non-residents, were prominent. An- 
other contrast lies in the fact that the decisions to 
borrow rested with residents of Canada, whereas in 
1950 the decisions usually rested with non-residents. 
The rise in interest rates in Canada and the general 
credit stringency led Canadian borrowers to place 
new issues in the United States on a scale which 
is comparable with early peak years of this kind of 
borrowing. 


Inflows for direct investment in Canadian 
branches and subsidiaries by foreign concerns have 


been heavy in the last two years. While this move- 
ment has been under way throughout the post-war 
years it has been accelerated by the large-scale 
development of petroleum and other mineral re- 
sources and this continued on a larger scale in 
1951 than in 1950. In the earlier post-war years the 
development of industrial plants was the major 
element in the growth of United States direct in- 
vestments in Canada. The increase in the value of 
United States direct investments in Canada in the 
five years between the end of 1945 and the end of 
1950 has been approximately $1,138 million. By the 
end of 1951 the increase in value in the six post- 
war years was probably close to $1,500 million. 
The rise in value has been substantial each year 
but greatest in the years from 1948 on. Inflows of 
capital in the form of cash have been heaviest in 
the last three years, but throughout the period 
reinvested earnings have also been an important 
source of financing. Cash inflows of capital from 
the United States have risen to $199 million in 1950 
and $259 million in 1951. In the six-year period 
reinvested earnings (not included in balance of 
payments statistics) have accounted for well over 
half of the financing of the increase in value of 
some $1,500 million. 


One of the important fields of investment in 
this period has been the petroleum industry. In the 
five years to the end of 1950 the book value of 
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United States investments in companies in the 
petroleum industry in Canada has risen from $120 
million to some $435 million. This includes invest- 
ments in refining, marketing and transportation as 
well as in the exploration and development of west- 
er petroleum resources. At the end of 1950 United 
States ownership amounted to 54% of the whole 
petroleum industry and Canadian ownership amounted 
to 44%, or most of the remainder. There is a sub- 
stantial Canadian equity in companies engaged in 
refining and marketing as well as in the development 
of new resources. 


More than half of the gain in the past six years 
of $1,500 million in United States direct investments 
in Canada has been in manufacturing. In the five 
years from 1946 to 1950 there was an increase of 
$748 million in manufacturing, including companies 
engaged in refining petroleum. In the same period 
the increase in the field of mining, smelting and 
petroleum exploration and development was about 
$200 million but the latter is exclusive of invest- 
ments in petroleum exploration and development by 
companies also engaged in refining petroleum. 


The other group of capital inflows which devel- 
oped onan even greater scale wasthe inflow through 
sales of new issues of Canadian securities in the 
United States. Total sales of these of $411 million 
to all non-residents were approximately double the 
level in 1950. This total of new issues was largely 
made up of provincial and municipal bond issues 
payable in United States dollars. These constituted 
more than three-fourths of the total. The remainder 
includes corporation bondsand stocks, some payable 
in United States dollars and some Canadian dollar 
issues. The net increase in Canadian bonded debt 
held abroad was considerably less than this, how- 
ever, as there continued to be a substantial total of 
issues retired, although these amounted to less than 
in most preceding years. When retirements of $184 
million are taken into account there were net new 
issues of some $227 million in 1951 compared with 
net redemptions in 1950 of $73 million. This bor- 
rowing in 1951 through sales of new issues is 
comparable in size to the total of $419 million of 
issues sold in 1930, the highest year in the period 
of heavy borrowing in the interwar years. But net 
new issues of $290 million after deducting retire- 
ments were greater in that year. For a number of 
years in that period sales of new issues were the 
principal form of capital inflows as was the case in 
earlier periods of Canadian development. 


The recent salesof new issues have been most- 
ly in connection with expenditures by borrowers on 
development of various kinds. Only a comparatively 
small part has been for refinancing purposes. The 
issues were mostly sold in the months from April 
on after interest rates had risen in Canada and when 
the Canadian supply of funds for investment became 
more restricted. 


Although an appreciable increase occurred in 
Canadian debt payable in United States funds, the 


Statement 4. Proceeds of New Issues of Canadian 
Securities Sold to Non-Residents 1951 


(Canadian dollar equivalent in millions) 


1. Bonds and Debentures: 
Payable in U.S. dollars: 


Provincial GOVEFNMENES ........csvessesesrceeeees 262 
Municipal Governments  ........ecsseceeneeeenees U2. 
GOTDOTAGIONS cestecs-cs-c-vee-7-cooncornseeerececesesox-ee> 6 
rat OG Meee penance crevettene--teeecuncenuraacctssececes 340 
Payable in Sterling 2.0.0... eceseceseeeeerreteeeen cee 3 
Payable in Canadian dollars ..........:.:s-sse+ 26 
Total — Bonds and Debentures ................ 369 
EGE OC HS) rosea rece cncscenetos cote seose osnacensnendnasaasscecascannan 42 


Total New ISSUCS  .............-cceeeeeeeseeeeeeeeeeeee 


total of this held in the United States was still at 
the end of 1951 about 10% below the holdings at the 
end of 1930 when they were close to their peak. 
Holdings have been reduced since then by retire- 
ments in most years. These reductions have been 
greater than any increases which have occurred in 
United States holdings through transactions in 
outstanding bonds payable in United States funds. 
Most of the new United States investments in out- 
standing Canadian bonds during recent years have 
been in domestic issues of the Government of Canada 
These acquisitions were particularly large in 1945, 
1946 and 1950. 


Total interest payments by Canadian debtors to 
the United States are still much less than in 1931. 
Payments of interest to the United States of $94 
million in 1951 compare with $121 million in 1931 
The interest payments for a full year on the total of 
new issues sold in the United States in 1951 amount 
to less than $12 million while the interest on United 
states holdings of issues retired during the year 
amounted to about $7.6 million. There were also 
some reductions in interest payments arising out of 
the liquidations by United States investors of hold- 


-ings of outstanding Canadian bonds during 1951. 


Movements of capital connected with the direct 
investments of Canadian companies abroad were 
outwards on balance in 1951, amounting to $26 
million. This outward movement contrasts with net 
capital inflows in 1950 of $36 million when there 
were substantial inflows from the United States 
connected with the final liquidations of some invest- 
ments which had been sold earlier. In both years 
there were appreciable outflows connected with the 
establishmentand development of direct investments 
in each of the countries and areas shown in the 
capital account. 


Great variations have occurred in capital inflows 
connected with transactions in outstanding securi- 
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ties and in short-term movements. In 1950 the most 
characteristic type of inflow was the acquisition of 
domestic bonds of the Government of Canada by 
investors in the United States. Speculative motives 
were a strong factor behind this record movement of 
capital to Canada in this form and were concentrated 
in the third quarter of 1950. Other exceptionally 
large capital inflows in that year were also asso- 
ciated with the speculative movement to the owner- 
ship of Canadian dollar forms of assets. These 
movements took a variety of forms including a large 
increase in Canadian dollar balances of non-residents. 
In 1951 movements of capital through transactions 
in outstanding securities were largely offsetting, 
leaving a net inflow of capital which was small in 
comparison to 1950 although substantial in relation 
to many early years. 


-In 1951 the inflows of capital for the acquisition 
of outstanding securities went into corporation stocks 
and certain groups of bonds. Net sales to the United 
States of stocks and bonds of Canadian companies 
were substantial and sales of stock to overseas 
countries other than the United Kingdom also rose 
sharply in 1951 to a new peak. While there were net 
sales of some other groups of bonds, particularly 
provincials, there were large reductions in United 
States holdings of Government of Canada issues. 
Net repurchases by Canadians of these issues from 
the United States amounted to $91 million. Most of 
these repurchases occurred later in the year as in 
the earlier months of 1951 there continued to be net 
sales of dominion issues to the United States. 


There were again reductions in Canadian hold- 
ings of United States securities in 1951. Net sales 
by Canadians of these securities amounted to $15 
million, about one quarter of the size of correspond- 
ing liquidations in the previous year. In both years 
most of the transactions were in stocks of United 
States companies. In addition there was a compara- 
tively small amount of issues redeemed. 


Short term movements of capital were outwards 
on balance in 1951 in the account with all countries 
incontrastto exceptionally large inward movements 
in 1950. While there continued to be substantial 
inflows of certain types from the United States these 
were offset by reductions in Canadian dollar balan- 
ces owned in the United States and overseas. 


Large inflows of short term capital from the 
United States have been a feature of both 1950 and 
1951. But the net inflow in the full year 1951 was 
much less thanin the former year as there were some 
substantial outflows in parts of 1951. There were 
for example, outflows in 1951 in the form of sub- 


Non-resident Financing of 


Foreign capital has played an increasing role 
in Canadian development in the last few years, but 
that role is still a minor one in relation to the total 
financing of Canadian investment. The proportion of 


stantial reductions in private bank balances in 
Canada following the unusual rises in these balances 
which occurred in 1950. In that year the rise in 
Canadian dollar balances owned in the United States 
was $91 million while the reduction in these bal- 
ances in 1951 was $53 million. 


The reduction which occurred in other short 
term inflows from the United states is indicated by 
the decline shown in the item of statement 8 ‘‘Other 
private net capital movements’’, which fell from 
$229 million in 1950 to $76 million in 1951. The 
predominant inflows in the two years have taken a 
a variety of forms. A characteristic type has been 
the increases in accounts payable for imports. To 
some extent this kind of change accompanies a 
general rise in the value of trade as there is normal- 
ly a float of accounts payable which increases when 
the volume of trade rises. But during 1950 there 
were increases in these inflows of capital which 
may be associated with the speculative atmosphere 
affecting capital movements between Canada and 
the United States, particularly in the summer of that 
year. While short-term inflows continued in 195], 
these were heaviest in periods when the volume of 
imports was at a peak and a motivating factor was 
provided by the credit stringency in Canada. In 
the year as a whole the net inflow of these types of 
capital was much less than in 1950 as there were 
outflows in some periods. While increases in short 
term payables for imports are an important element 
in these movements in both years, there were also 
inflows through short term borrowing of other kinds 
and inflows connected with reductionsin receivables 
and other forms of Canadian owned assets abroad. 


Short term movements between Canada and the 
United Kingdom include large changes in British 
balances in Canada. While there was a large rise in 
these in 1950 there was a decline of comparable 
size in 1951. 


Capital movements on account of the Canadian 
Government in 1951 were confined to repayments on 
war and post-war loans by the United Kingdom and 
other governments. Repayments by the United 
Kingdom on the 1942 loan amounted to $34 million 
and at the end ot the year the first instalment of 
principal of $14 million was paid by the United 
Kingdom on the post-war loan of 1946. Repayments 
by other governments on export credits extended in 
earlier post-war years amounted to $20 million. The 
total of $68 million of these repayments on loans by 
the Canadian Governmentin 1951 compared with total 
repayments of $74 million in 1950 in which year on 
the other hand there were also final drawings of $50 
million on the loan to the United Kingdom. 


Canadian Investment 
foreign capital to total capital investment being 


made is much smaller than was the case in earlier 
periods of high investment activity. 


THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS, 1951 9 


In expressing this role as a ratio, careful note 
must be taken of the factors selected and the 
concepts behind this selection. It should be noted 
in particular that the statistical categories which 
measure capital inflows and domestic capital forma- 
tion are not always directly comparable. 


One way to look at this is to measure the pro- 
portion of national saving which is contributed on 
balance by non-residents. This contribution can be 
defined asthe current account deficit plus reinvested 
eamings of foreign controlled companies. If this is 
compared with all types of investment in Canada, 
net of depreciation but including gross government 
investment, it appears that this ratio was about 
one-seventh in 1950 and slightly higher in 1951. 
The net contribution by non-residents and foreign 
controlled companies to the savings used for all 
types of investment in Canada was therefore only 
about one-seventh in 1950 and 1951. But, incontrast, 
Canada was a net exporter of capital for a long 
period of years prior to 1950. 


Another way to look at this is to measure only 
foreig participation in Canadian investment. For 
this purpose only the inflow of capital to Canada 
for investment purposes is considered, while out- 
flows for retirement of securities or other purposes 


are neglected. The ratios derived here depend very 
much on the types of capital inflow selected for 
consideration and the extent to which these are 
gross or net. One type of inflow which is not con- 
sidered here is the purchase of outstanding securi- 
ties, which does however affect to some degree the 
conditions of financing in Canada. Also neglected 
are short-term capital movements, which to some 
extent finance investment. For this comparison the 
inflow for long-term investment purposes is defined 
as total new issues and the increase in value of 
foreign direct investments in branches and subsi- 
diaries in Canada. This particular comparison in- 
dicates that in 1950 and 1951 less than one-fifth of 
all typesof domestic investment, net of depreciation 
but including gross government investment, was fi- 
nanced by foreign participation in Canadian invest- 
ment. Even if housing (which is largely a field for 
domestic financing) is excluded from the investment 
figures, foreign participation accounted for less 
than one-quarter of all other types of investment in 
1950 and 1951, and less than one-sixth in 1948. 


Statistics on the total value of non-resident 
investments in Canada at different year ends are 
shown in Tables 6 to 12, Comments on this group of 
investments appear in a later section of this report 
under the heading Foreign Capital Invested in 
Canada. 


STATEMENT 5. Canada’s Official Holdings of Gold and U.S. Dollars? 
(In millions of U.S. dollars) 


7 Gols aorians 
pm les 
December 31, 1944 -s.sccscccccssssssssrcssecssscsssssssssessenesezacsenassasazscereseneneneranensnenesensncenense serene 293.9 
December 31, 1945 csrscssssscsssssvssccvscssssssssssesessccesescnscssssssnecessessnconssennssenssenancesnensnees ee 353.9 
December 31, 1946 ....cscsscsssssssssssovsrecscssensesecosscereacssscsresccnsscsrsearesenenenenananaanscsccarecseseseers 536.0 
December 31, 1947 .....ccssoccsscervecscssascsssescsssessnsossenenssennrsesesvarscssacssasasecscsorsvscncassaneneneseeees 286. 6 
December 31, 1948 ...ccscsssscsssscssssserescersncarscscersssnceressasenensssvrvnncesenserenssusorscarscsececnensesenss 401.3 
December 31, 1949 ....---svcscosssscessrersseescvsnsrsessensnsvesceesssssscecasnensasssavenensesecnsnenensnerenseone tees 486.4 
December 31, 1950. socscssecenesensoovssoscvevecorssersoncsssoveseereeneservansvenooncncesssacanevssonscsccusvenenenseceees 580.0 
MISEEMDES 31, 1951 .ccccresesececccocensnesssesvorssevsesssececnenesusussvasesorssoraansnenensosoonesensosenssoerenceerses 841.7 | 


1. Exclusive of working balances and gold held against Postal Savings Bank deposits. 
2. Includes United States exchange and short-term securities of the United States Government. 


Current Transactions with the United States 


largest single change responsible for this deterior- 
ation wasthe risein imports of $755 million, or 36%. 
The rise in the value of exports was $280 million 
and the rise in the import balance was $475 million. 


The current account deficit with the United 
States more than doubled in 1951, rising from $403 
million in 1950 to $955 million and compared with 
$1,135 million in 1947, the highest year earlier. The 
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STATEMENT 6. Factors in Canada’s Current Account Deficit with the United States 
(Millions of Canadian dollars) 


Merchandise Trade: 


ImportssfrompuUss sAanadjusted) ie. sree ct ees eee - 755 
Exports’ to'U:8:A. (adjusted) ee + 280 
IN CUATIN OLS eccerateres cota tsereasnecodiarss con meee onaheerasuecearssee - 419 
NOn=monebary ce Ol AMR ewe eiean eces ceases eet coteasec caer = als 
TEOUFISt“EXPEHOICUFES: Paracee eeeicrete Thastesee nitro eer acenere = Tos 
TESTES amcrcuv 10 CMOS. cv ncsaeceniecc toes tutes ncunsdscastnrenaneincer + 39 
Breight aAndeshipp ing se... ccvstay saceaeescasosercte menue teecaeat = 29 
All other current transactions ...ccccsccccscsscussssseseeeeseeees = 2G 


Total’ Current WeliGit cc cctee. cc coetenes a coe wttereevoceie) 


This was about ten times the size of the adjusted 
import balance in 1950 but still much' less than the 
import balance of $890 million in 1947. Another 
important contributor to the increase in the current 
deficit in 1951 was the reduced surplus on travel 
account which made up $58 million of the net dete- 
rioration of $77 million from non-merchandise trans- 


actions with the United States. Other unfavourable 
changes were the drop in the Canadian dollar value 
of gold production available for export and increased 
deficits from freight and shipping and miscellaneous 
current transactions. The only net change acting to 
offset some of these increases in the deficit was a 
reduction in payments of dividends. 


Statement 7. Merchandise Trade of Canada with the United States by Main Groups, 1950 and 1951 
(Millions of dollars) 


Domestic Exports Imports 
Percentage 
1950 1951 1950 1951 


To 


Percentage 
Increase 


Agricultural and Vegetable Products oo... see eeees 


176.9 263.4 180. 1 208.5 15.8 
Animals and Animal Products ...........scccsseccoecsseneeeseoseeee 253.3 265. 5 57.2 73.5 28.5 
Fibres, Textiles, and Textile Products ..............s:ss000 18.3 19.6 151.8 22200 45.6 
Wood, Wood Products, and Pape ..............-.escssssseresensse 1,016.4 1,114.6 9.7 92.3 125.6 36.1 
TROD, AN Lis PROGUCUS . Hoss ccnaccess«ccesesnessedsavsceeaccusvarestnesae= 42 136.5 169.2 811.0] 1,146.8 41.4 
Non-Ferrous Metals and Products .....sssssssereesserenneseers 267.1 278. 0 4.1 135.7 192.8 ~ 42.1 
Non-Metallic Minerals and Products ...........sssseserereeees 74.0 89.9 430.9 435.9 1.2 
Chemicals and Allied Products. ............cscccccsecsssrsrsserers 58.5 67.3 134.6 165. 1 22.7 
Miscellaneous CoMMOibies ..0..........crsccceecererererererecesers 20. 0 30. 2 136.9 243.7 78.0 

Total (unadjusted): ..........:..c.csscoonserecnsnesassensensrnnseess 2,021.0 | 2,297.7 2,130.5 | 2,812.9 32.0 | 


Note. The above figures have not been adjusted for balance of payments purposes. 


ae 


a 


; 
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The rise in the volume of imports from the United 
States was responsible for much the major part of 
the increase in import debits in 1951. Another signi- 
ficant part of the import figure used in the balance 
of payments covers payments to the United States 
Government on account of purchases of military 
equipment and supplies. Part of these were delivered 
abroad and part had not been delivered at the year 
end. The portion of the rise in imports from the 
United States which was due to price increases was 
minor as the increase in the Canadian dollar prices 
of these imports seems to have been appreciably less 
than 10% 


The increase in imports has been widespread. 
Most groups of commodities have shared the rise 
indicating the high Ievels of investment and defence 
activities and consumption. Another significant part 
of the rise seems to have been related to the inven- 
tory rise which was so heavy in the period when 
imports were at a peak. The groups of commodities 
from the United States in which increases were 
greatest reflect a variety of demands. 


Almost half of the increase in recorded imports 
from the United States in 1951 was due to increased 
imports in the iron and products group. Of the in- 
crease of $336 million in this group of imports, $92 
million was due to imports of non-farm machinery, 
$59 millionto imports of automobile parts, passenger 
cars and buses, $32 million to imports of internal 
combustion engines, and $46 million to rolling mil] 
products. 


The miscellaneous commodities group showed 
the second largest increase with a change of $107 
million over 1950. The items contributing most to 
this increase were tourist imports (included in travel 
expenditures), aircraft and parts (excluding engines), 
andrefrige-ators and parts. Large increases occurred 
also in tne textiles and non-ferrous metals and 
products groups. In the former group, the largest 
rise was an increase of $24 million in raw cotton 
imports due mainly to a diversion of purchases to 
the United States, while the increase in the latter 
group was primarily due to increased imports of 
electrical apparatus. 


Fach of the remaining groups showed increases 
under $50 million. 


The only group which failed to rise significantly 
in value was non-metallic minerals and products, 
which is next only to iron and its products in size. 
The largest commodity in this group which is bi- 
tuminous coal, fell by $3 million, Of the remaining 
large commodities in this group, anthracite coal and 
gasoline decreased slightly, crude petroleum fell 
from $90 million to $60 million, and fuel oils rose 
by $10 million. Influencing the drop in imports of 
crude petroleum from the United States was the use 
of new Alberta production and an increased use of 
overseas sources of supply. 


There was not muchchange in the over-all volume 
of exports to the United States in contrast to some 
recent years, like 1948 and 1950, when very rapid 
increases in the volume of exports to that country 
occurred. The gain of 13.7% in the value of exports 
to the United States appears to have been generally 
a reflection of the rise in export prices. But there 
were a number of fluctuations both upwards and 
downwards in the volume of different commodities, 
No single factor was alone responsible for these 
changes. The volume of some commodities was sig- 
nificantly higher, notably grains, wood pulp, paper, 
pulpwood, nickel and asbestos, but declines oc- 
curred in the volume of some commodities such as 
lumber and in mostof the non-ferrous metals, notably 
aluminum, copper and lead, At the same time exports 
of many other commodities including fish and other 
animal products remained at a volume comparable to 
the previous year. United States demands remained 
generally very high, but declines in demand affected 
some commodities such as lumber. On the other 
hand, other commodities like pulp rose further with 
heavy demands and increasing supplies. Overseas 
markets took more basic raw materials than formerly. 
Consequently declines in shipments to the United 
States were generally accompanied by heavier ship- 
ments overseas. 


Apart from merchandise trade the largest single 
change in current transactions with the United 
States in 1951 was the sharp drop in net receipts on 
travel account from $67 million to $9 million. A large 
rise in the travel expenditures of Canadians in the 
United States was the principal reason for this re- 
duction in the balance of receipts. Expenditures by 
Canadians rose 27% over the previous peak in 1950, 
reaching a new high of $246 million. The volume of 
traffic was generally heavier, particularly in the case 
of automobile travellers. Average expenditures 
were also heavier than in previous years, there 
being less limitation on travel expenditures outside 
of Canada. Purchases of merchandise constituted a 
substantial part of total expenditures. There was a 
gain of 43% in the value of travellers’ purchases 
entered under the $100 customs exemption privilege 
in 1951.In contrast there was a slight decline in the 
estimated expenditures of American travellers in 
Canada to $255 million. Although the number of 
visitors from the United States rose there was a 
drop in average expenditures due at least partly to 
the trend towards shorter visits which has been 
evident for several years. 


The deficit with the United States on account 
of interest and dividends was reduced by $39 million 
to $321 million, which was still much higher than in 
the years preceding 1950. The principal change in 
1951 was a reduction in dividend payments by 
Canadian companies to United States shareholders 
from $321 million to $284 million. Interest payments 
on Canadian bonds and debentures held in the 
United States rose by $5 million to $94 million. 
The remainder of the change was an increase in re- 
ceipts from the United States by Canadians of $4 
million of interest and $3 million of dividends to 
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totals of $15 million and $42 million respectively. 
The drop in dividends mentioned above, occurred in 
payments by Canadian subsidiaries to parent com- 
panies. There was an increase in dividends paid to 
shareholders in the United States by public com- 
panies. The reduction in dividends paid to parent 
companies indicates that a larger part of earnings 
of United States controlled companies was rein- 
vested in 1951 than inthe preceding year as earnings 
were generally higher. Influencing the withdrawal of 
earnings have been such factors as the various 
needs of companies for funds in Canada at a time of 
high activity and investment and tightness of credit. 
Interest payments only rose moderately in 1951 even 
though there was a large increase in United States 
holdings of Canadian bonds. Most of the new issues 
occurred well on in the year and consequently in- 
terest payments on new issues in 1951 were not 
large. 


The deficit on freight and shipping account with 
the United States of $112 million was $29 million 
larger than in 1950. Most of this change was brought 
about by the increased inland freight to the border 
on the larger volume of commodities imported from 
the United States. Payments for inland freight on all 
commodities moving by rail increased only moder- 
ately. This was due to the large element of freight 
on coal, the volume of which did not change much, 


and to the reduced premium on United States ex- 
change. There was a substantial increase on inland 
freight on non-coal imports, reflecting the rise in 
volume, and some increase in United States rail 
rates. Payments to United States shipping com- 
panies for charters and ocean freight did not make 
up a large part of the increase, although they were 
higher than in the previous year. Receipts from the 
United States on freight and shipping account were 
not much different in total from the previous year. 
Larger receipts by Canadian railways on inland 
freight were generally offset by reduced receipts 
of Canadian ships carrying exports to the United 
States, particularly in some trades like lumber. 


There was a substantial increase in the deficit 
from migrants’ funds and inheritances and from all 
other current transactions which rose in the year 
from $143 million to $159 million. There were marked 
increases in both receipts and payments, but the 
increase in payments was greater, while costs of 
business services contributed to the higher level of 
both receipts and payments. Another factor in- 
creasing receipts was expenditures in Canada by 
the United States on defence activities and instal- 
lations. In the case of payments to the United 
States an important element in the higher level 
originated in greater outlays for services incurred 
in the expansion of productive capacity. 


Statement 8. Capital Transactions Between Canada and the United States ', 1949-1951 
(Millions of Canadian Dollars) 


Transactions in Canadian debtor securities: 


Netrsalestof Outs tandinetiSSUles mes.sceve.cecetathacsserscvcccntressantresceea 
ING@WelS SOS tcucccccrecsoctneectctaaneseccsdtcscsdsusenccesseesaseneresstecescessscsascracsss! 
PUCtITO MICH US sores tecescascuacdnte ouaceecontxcnenectendsvasscecesdsacengsscssivastaseanenucts 


Transactions -in foreign debtor securities: 


Net sales of OutstandineniSSues ©. crtadsccecccesscacacescssccsccssacessacees 
PROUT GEC DSi co cetocaeecact test tccecascnascac on avcasneedccseuephencaatectesun seas sscnseeros 


Direct investments, iniGanadas2eyie.c.ccescececseve...cstsre-sre-o-eoehesenes 
Canadian direct investments abroad 2............ccssecssesssercsscecsnscaceaee 
Change in Canadian dollar balances owned in the United States 
Refunding loan proceeds set aside for retirements ................22 
Other net private capital movements including errors and OMISSIONS. ...........eceeeee 


So ewercsccesecececesovcsseenscces 
seen ener cresereseresscenesereress 


Seer erarerererererersseseseserene 


Prerrirrrrerririrtrr 


Oe ene erarererereseeacesonesesese 


Prrrrrrrerrrrrriririr i) 


ee eeer ener eescereeesesereseresese 


Prrerirrriririr iri) 


Notiuntlow of Capital 2 Y22ccc-csccesecanbecsovvcrceeascneaeediapf teeaceeoes 


see en eearccererereseseeereee 


eee eee areseescannwereeeeseeeere 


1. Exclusive of change in official holdings of gold and U.S. dollars but inclusive of some capital transactions on 
account of other countries. 

2. Exclusive of undistributed profits. 

3: Both this item and the related retirements have been recorded at the rate of exchange in effect at the time of the 
refunding, viz, $1.00 U.S.= $1.00 Canadian. 


Note. A minus sign (-) designates an outflow of capital from Canada. 
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Capital Transactions with the United States 


The general features of capital movements 
between Canada and the United States have been 
described in the section above on Capital Move- 
ments. A summary of the principal groups of move- 
ments in the account with the United States is 
shown in statement 8. The net inflow of capital from 
the United States of $560 million in 1951 compares 
with $960 million in 1950. 


Relatively more of the net inflow of capital in 
1951 was in types of movement which usually re- 
present long term investment in Canada, such as 
direct investments, and new issues of securities 
floated in the United States. Conspicuously large 
declines occurred in inflows for the acquisition of 
outstanding domestic securities and in short term 
movements. There was also much less of the inflow 
in 1951 taking the form of reductions in Canadian 
assets in the United States than in previous years. 


The value of United States investments in 
Canada shown in statements of foreign capital in- 
vested in Canada rose by some $660 million ac- 
cording to a very provisional estimate of the value 
of investments at the end of 1951 shown in Table 6. 
This growth mainly occurred in the value of direct 
investments in branches and subsidiaries through 
transfers of capital and reinvestments of undistri- 
buted earnings, but the value of portfolio invest- 
ments rose through sales of stock of Canadian com- 
panies, and through new issues of Canadian bonds 
in the United States which exceeded retirements and 
net repurchases of outstanding bonds. The corres- 
ponding increase in the value of the United States 
investments in 1950 was $670 million. In both years 
these increases are exclusive of changes -in United 
States bank balances in Canada and changes in a 
variety of other short term types of liability which 
are not included in totals of United States in- 
vestments in Canada. 


STATEMENT 9. Canadian Domestic Exports to the United Kingdom, 1948-1951 
(Millions of dollars) 


RAIN @ 2k Cerne eee eset eal caste ate Gus trio eas atienowwe su cndar'sszomatonnsserosstareresnrécrenensarersernenanccanec esse out! oa 15922 
MU TV clea DET OUT mettre tek cetaes cenctek Seeateees-aeacteneees ordesn-ntenereneracec=+senaceraneersennenaeesetsarzs saeemenehnen a7; .0 43.0 
BACON ANd HAMS ...............cseccenencscoccoseccsenccessecencessececssncscccsssscascsccnossranenssossnccecasscacens 4 .4 0.6 
CSC err ee a derac tet cntaee cacens tease devanedeenearaezzestincsn¢scasareeues *tnattnantacccebe-sanacanscr 42) sil 8.7 
Tobacco, UNMANUFACKUIEA ............ecessenseereerceeesscssssereressessnnssecaserssteaterensenenacnecsen ters a8} 48) Mya S 
Planks and board ...........ssccecccesccescsssessscesccncccnrcsnscesscsncsenssseacsnnsenerssesertecsseesecseccnnecs -4 .4 79.0 
WOOGDUD) cc-.c:202a0e0scaseaseense-onencvrencnseesncsacecoennsncsrsoensasaccarnesuacncnssrcrs=seecsensvesncnrercarnnsces®'® AB) sal ulate} 
ING WSDCUN bo csecsee. csncxcecessocvccovecetossvcsececsnsesecssutnsncecarvecaustteccastennsiassnsconscensuoervacnessecteecss® 9 .9 To5 
Other forest Products ...........-cscssscececesecscscsercesesscsssssesssensennsacacsssscensensecnasaacaneseeese ts nin 23 16.9 
Aluminum, primary and Semi-fabricated ............:c:sesesereserseseeeceeseeeentaenenennsscneces cn Ave Bila?) 
Copper, primary and semi-fabricated.............cccseseeesesescsssressnenenenenerscnsenecenensescens 8) 56 28.6 
Zinc and lead, primary and Semi-fabricated ...........--.:ssceseseerserssseserreneteeenneneenenes .9 ve 40.1 
Other non-ferrous Metals.......s.cesesssccsseeceseescseeesecnseessseeresecseesensenecescneanensccanennenseess -0 5B 55a 
All other COMMOGItIES ............cecensescersscstencececcsecneseecncesssnssrsesssccrersensressensascoreneceet 30 3 83.7 

Total EXPOrts .........c.2cceo--ce-c-ncecccscensennsensescsncsscsnecensnorosneosesseoatsecsceacenenczsnereseee -0 ao 631.5 


Note. The above figures have not been adjusted for balance of payments purposes. 


Current Transactions with the Sterling Area 


A striking feature of current transactions in 
1951 was the return of a substantial credit balance 
with the sterling area. This rose from $5 million in 
1950 to $191 million in 1951. Most of the change 
occurred in transactions with the United Kingdom 
which rose from a current surplus of $28 million to 
one of $220 million. There was again a small current 
deficit with the rest of the sterling area amounting 
to $29 million. 


The transformation in the current surplus with 
the United Kingdom was mainly caused by the in- 
crease in Canadian exports. Other contributors to 
the improvement were a larger surplus on freight and 
shipping account and increased receipts of interest 
with the first payment of interest by the United 
Kingdom on the post-war loan from Canada. 


The increase in exports to the United Kingdom 
was from $469 million to $636 million. The most 
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important increases were in forest products and non- 
ferrous metals which rose $100 million and $64 
million respectively. In the former case the increases 
were general with lumber and wood pulp making up 
the bulk of the increase. In non-ferrous metals 
aluminium, lead and zinc showed large increases. 
At the same time there were declines in exports of 
food, the largest being in wheat, bacon and cheese. 


The increase of $18 million, or 4% in the value 
of imports from the United Kingdom was moderate 
compared with the expansion which occurred in the 
previous year, and the over-all volume of imports 
appears to have declined. The principal reason for 
the decline in volume was the reduction in imports of 
automobiles in the second half of the year. The va- 
lue of automobiles imported in the year dropped from 
$73 million to $29 million. The value of imports of 
textiles rose to a new peak and imports of many other 
commodities were higher, particularly in the field of 
metal products. Isut these increases were less than 
the drop in automobiles. 


The improvement in the current balance from 
non-merchandise transactions with the United 
Kingdom was $43 million. These transactions were 
close to balance in 1951 compared with a deficit of 
$42 million in the previous year. The principal 
factors bringing about this change were the increases 
in interest receipts of $24 million and an increase 
in freight and shipping receipts of $27 million. The 
former change was mainly due to the receipt of 
$23.7 million on the post-war loan. The latter im- 
provement was a reflection of earnings on the in- 
creased volume of exports combined with transfers 
of earnings to Canadian shipping companies by the 
British managers of Canadian vessels to whom ships 
had been transferred in 1950 for operation under 
British registry. Receipts from United Kingdom 
travellers and transfers of immigrants’ funds and 
inheritances were only slightly higher in 1951 as 
each of these types of British expenditure are re- 
stricted. This stability in transfers by immigrants 
continued in spite of a much larger volume of im- 
migrants from the United Kingdom as there was a 
smaller portion of instalment transfers continuing 
from earlier years. 


There was also a substantial increase in current 
Canadian payments to the United Kingdom for non- 
merchandise items. Payments on freight and ship- 
ping account were higher with larger earnings of 
British shipping companies, and payments of interest 
and dividends of $59 million also showed a gain of 
$4 million over 1950 with a rise in dividends to 
United Kingdom shareholders. There were also in- 
creases in payments to the United Kingdom for 
services. Larger transfers on account of insurance 
and a rise in government expenditures were the 
principal factors in the increase in payments for 
miscellaneous services. 


There was again a small current deficit with 
the rest of the sterling area in contrast with the 
surplus which was characteristic before 1950. The 
deficit rose from $23 million to $29 million. This 
contrasts with a surplus of $135 million in 1949 and 
$241 million in 1947. The principal changes in cur- 
rent transactions with this group of countries in 
1951 were on merchandise account. An increase in 
the volume of exports occurred but the rise in prices 
of some primary commodities, like wool, rubber and 
tin purchased from Commonwealth countries, was 
enough to more than offset this gain. 


Exports to most Commonwealth countries were 
higher in 1951 than in 1950 but the tota] value was 
still less than in 1948 or 1949. Restrictions on 
imports of Canadian goods continued to prevent the 
total of exports to Commonwealth countries re- 
turning to the levels before the intensification of 
restrictions in 1949. These were particularly instru- 
mental in reducing or eliminating many exports of 
manufactured goods from Canada. The bulk of the 
increase in the value of exports which did occur was 
concentrated in a small] range of basic commodities. 


While many other commodities did increase in 1951 | 


they remained comparatively smal] individually. For 
example, the main items accounting for the increase 
were wheat, lumber and automobiles. The increase 
in wheat exports was primarily due to an increase 
in exports to India which rose from $5.2 million in 
1950 to $18.7 million in 1951. Exports of auto- 
mobiles, both passenger and freight, increased from 
$23.7 million to $33.7 million, with the Union of 
South Africa accounting for almost half of the rise. 
Other increases were scattered through a wide range 
of commodities. Exports of locomotives to India, 
which had been $27.1 million and $10.9 million 
respectively in 1949 and 1950, were of negligible 
size in 1951. 


The principal factor influencing the sharp rise 
in the value of imports from the rest of the sterling 
area was the increase in prices of primary commodi- 
ties. The volume imported of many of these was no 
higher than in the previous year, increases in 


volume being less frequent than declines. The > 


greatest increases in value were in commodities 
imported from Australia, the Federation of Malaya, 
and New Zealand. The value imported from other 
regions was approximately the same as in the 
previous year, 


There continued to be net receipts from all 
other current transactions with the rest of the 
sterling area. These were slightly less than in the 
previous year with a decline in dividend receipts. 
Earnings on inland and ocean freight were the 
principal sources of net receipts but were again 
much less than several years ago when the volume 
of trade and the number of Canadian shipping 
yesselS on Commonwealth routes were greater. 
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STATEMENT 10. Summary of Current and Capital Transactions Between Canada and the Sterling Area, 
1938 and 1946-1951 


(millions of dollars) 


Current Account: 


19381} 1946 1947 | 1948 | 1949 |} 1950 
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Capital Account: 
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Includes only Commonwealth countries in 1938. 
In 1938 this item indicates the net amount of exc 
Subject to revision. 

. Including balancing item. 
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hange available for multilateral settlements. 


Capital Transactions with the Sterling Area 


Capital transactions between Canada and the 
sterling area of a long-term character were inwards 
on balance, although to a considerable extent off- 
setting. There were inflows in connection with 
payments of government loans and for direct in- 
vestment in Canada by British companies and out- 
flows in connection with security transactions in 
the form of retirements and liquidations of out- 
standing securities and smal] outflows for direct 
investments in the sterling area. Short-term move- 
ments, mainly in the form of a reduction in British 
balances in Canada, were large and outward in 
direction in contrast to the previous year. 


Repayments on government loans totalling $47.8 
include the first instalment of $14 million princi- 
pal on the post-war loan of 1946 and $33.8 million 
on the war loan of 1942. The amount outstanding on 
the post-war loan was, therefore, reduced to $1,171 
million and the war loan, which originally totalled 
$700 million, was reduced to approximately $222.7 
million. Repayments on the war loan are related to 
certain groups of capital movement between Canada 
and the United Kingdom, principally liquidations in 
earlier periods of United Kingdom holdings of 
Canadian securities either through sale or redemp- 
tion. But offsetting part of these outward move- 
ments of capital from Canada in the calculation are 
inflows of a direct investment character in con- 


nection with the development or expansion of busi- 
nesses in Canada owned in the United Kingdom and 
in earlier years British expenditures in Canada on 
certain aircraft. 


Capital inflows on private account included 
$28 million for direct investment by British busi- 
nesses in Canadian branches and subsidiaries. 
This is considerably greater than in the previous 
year when corresponding inflows were $19 million. 
These capital movements shown in the capital ac- 
count of the balance of payments are exclusive of 
reinvested earnings and consequently the full rise 
in value of British direct investments was greater 
than this. In 1950 the value of all British direct in- 
vestments in Canada rose by about $40 million to 
$447 million. The growth in this group of invest- 
ments has been chiefly in concerns engaged in 
manufacturing or merchandising. These two groups 
alone show arise of $47 million in 1950 of which 
$38.9 million was in manufacturing and $8.3 million 
in merchandising establishments. These represent 
a substantial rate of annual growth, about 15% in 
the case of each group of investment. There were, 
however, in 1950 small declines in investments in 
railways and financial concerns. In the four years 
from 1947 to 1950 British direct investments in the 
manufacturing industries in Canada have risen by 
$133 million or 86% 
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Transactions in securities with the United 
Kingdom led to outward movements of capital as 
investments of this type are still subject to British 
controls. Redemptions of Canadian securities, mainly 
owned in the United Kingdom, amounted to $24 
million, But there were some new issues sold to 
United Kingdom residents in connection with refi- 
nancing. The issues retired were chiefly municipal 
and corporation bonds. Repurchases of Canadian 
securities from the United Kingdom amounted to $16 
million, about half the total of the previous year and 
were mainly made up of stocks of Canadian com- 
panies. Also adding to the outflow of capital to the 
sterling area were net outward movements from 
Canada in connection with the establishment or 
development of direct investments by Canadian com- 


Transactions with Other 


One of the outstanding features of Canadian 
trade in 1951 was the rise in exports to overseas 
countries. Exports to all non-sterling countries over- 
seas rose by $301 million. There was a rise in 
Canadian imports from the same group of countries 
of about one-half this amount with the result that 
the export balance rose by $166 million. This was 
the principal reason for the rise in the credit bal- 
ance with these countries of $171 million of which 
$111 million was from the improvement with the non- 
sterling countries of the OFEC. The current account 
surplus of $220 million with these latter countries 
was almost as large as the surplus in 1948. There 
was also a surplus of $20 million with the remaining 
non-sterling countries overseas compared with a 
deficit of $40 million in the previous year. 


A large part of the rise in exports was in food 
and raw materials to the OEEC countries. Exports 
to this region rose by $166 million and the export 
balance by $106 million, as imports also increased 
moderately. Increases in exports to Belgium, France, 
Germany, Italy, the Netherlands and Norway were 
particularly large and with most of these countries 
the export balance was also large even though 
Canadian imports from the same countries generally 
increased sharply. About one-third of the exports to 
Europe was in wheat and flour in 1951 and the 
total of these commodities was almost double the 
previous year. Another sharp gain occurred in 
exports of coarse grains, and large increases in 
wood pulp, pulpwood and copper constituted most of 
the remainder of the increases in exports to the 
Continent. in the case of imports from Europe there 
was a striking increase in imports of rolling mill 
products. Imports of machinery and textiles were 
also much higher. The increase was distributed over 
imports from most countries, but increases from 
Germany, Belgium and France were most outstanding. 


Another outstanding development in trade was 
the rise in exports to Japan which increased to more 


panies. These were $6 million compared with $4 
million in 1950. 


Short-term movements of capital were outwards 
from Canada on balance. The largest change was a 
reduction in British cash balances in Canada which 
had risen during the previous year. 

Multilateral settlements with the sterling area 
amounted to $174 million. This contrasts with the 
previous year when these transactions were mainly 
offsetting. These debit entries represent receipts of 
exchange from the United Kingdom and the rest of 
the sterling area taking a variety of forms. While 
official transactions make up the targest part of the 
total there were also some private transactions in 
the settlement of accounts between the sterling area 
and Canada. 


Overseas Countries 


than three times the value in 1950, with particularly 
large gains in wheat and pulp. A general increase in 
exports to Latin America also contributed to the 
growth in exports and Canada had export balances 
with some countries in that region, such as Brazil 
and Mexico, where trade in the previous year had 
resulted in import balances. The large import balan- 
ce from Venezuela arising from petroleum imports 
increased, however, with the result that the import 
balance with Latin America was only reduced from 
$70 million to $66 million. 


The principal changes in non-merchandise items 
were increased receipts on freight and shipping 
account and in transfers by immigrants. The former 
was due chiefly to larger inland freight receipts on 
the increased volume of goods exported and the latter 
reflects the increased volume of migration from the 
Continent to Canada. There were also increased 
payments on shipping account for freight on imports 
carried by European ownedships, and personal remit- 
tances were also heavier. 


Capital transactions with other overseas coun- 
tries in 1951 included receipt of $20 million princi- 
pal on Canadian export credits. Net sales of outstan- 
ding Canadian securities amounted to $34 million 
compared with $1 million in 1950, and were mainly 
to Switzerland, while $9 million was received for 
direct investment in Canada compared with $3 million 
in 1950. While there was on balance a small net li- 
quidation of Canadian direct investments in these 
countries in 1950, in 1951 there was an outflow from 
Canada of $16 million in connection principally with 
Canadian enterprises in Latin America. The outflow 
of $23 million recorded under other capital move- 
ments compares with an outflow of $29 million in 
1950 and reflects mainly the reduction of Canadian 
dollar liabilities to these countries and to interna- 
tional institutions. 
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Mutual Aid by Canada 


The entries of Mutual Aid shown in Table 3 are 
confined to contributions by the Canadian government 
to the North Atlantic Treaty countries under the 
Defence Appropriation Act. These contributions have 
been made up mainly of transfers from Canadian 
stocks of military equipment and supplies. The ship- 
ments have not been included in totals of recorded 
exports in the statistics of Canadian merchandise 
trade because of their special character. The con- 
tributions also include the provision of air training 
in Canada to European air crews. The entries in 
current credits covering exports of Mutual Aid are 
offset by entries of corresponding size in current 
debits representing the contribution of this aid to 
Nato countries. The figures of Mutual Aid have not 
been shown by countries, being only included in the 


column for all countries. The provision of Mutual 
Aid does not give rise to international capital move- 
ments. Consequently the entry of Mutual Aid in the 
current account does not affect the current account 
balance which in the past two years has reflected 
the net movement of capital to Canada. 


Other contributions by the Canadian government 
to the work of international organisations are inclu- 
ded in the item ‘‘All other Current Payments’’, of 
the current account. In the last two years these have 
included cash contributions and some exports in kind 
to such organisations as the International Refugee 
Organisation, the United Nations International Chil- 
dren’s Emergency Fund, and United Nations Korea 
Relief. 


Miscellaneous Current Transactions 


Miscellaneous current transactions have grown 
rapidly in the last few years. The bulk of these 
transactions is with the United States, but in some 
cases, such as insurance, transactions with the 
United Kingdom are also large. These transactions 
are shown in five groups in statement 11. Miscel- 
laneous government transactions exclude such items 
as imports and interest; they include grants to inter- 
national agencies but not to Nato countries, the 
latter being covered separately. The largest item, 
and the one accounting for most of the fluctuation 
from year to year, is that of business services. 


In the item labelled business services and other 
transactions, the business services account for over 


four-fifths of the receipts and about three quarters 
of the payments. On the payments side, a large part 
of the other transactions consists of payments by 
railways for various purposes which often correspond 
to services. The business services cannot be classi- 
fied easily at this time, but they cover such items 
as royalties, patents and copyrights, administration 
and management, services on imports, commissions, 
and so on. A large part of these services are aSSo- 
ciated with United States direct investments in 
Canada and Canadian direct investments abroad. 
The high rate of investment activity in recent years 
has led to particularly large payments to the United 
States for services in connection with these deve- 
lopment projects. 


STATEMENT 11. Miscellaneous Current Transactions With All Countries — 1950 and 1951 
(Millions of dollars) 


1951 
aE 

Receipts | Payments | Receipts Payments 

Government tranSactions, N.O.P. .....cscsscccccsvessrsrscerecerscasssceesensasseceesenanasoesecnenseaeees toy! 39 58 42 
IMSUPaNCe tranSactiONS, N.O.P. wir cccccrescsserceresessrerorsersesararersscveracsesecasnanarcececsenees 18 28 18 yi) 
Personal and institutional remittances ......cccceeensecrseseesseeereeteenecenssssaesneseeenseenens 16 36 18 44 
MiSCel]]AaNCOUS INCOME2 oo... cescscscssesseccssesesseseessseceasaecnenenscceaeessessesersessenennerscrsnau seers 30 25 29 19 
Business Services and other tranSactiOns ........cccscssssseerseeecetrecereneeeereneeseenseens 118 256 153 316 
iin, US, ABA I ete Ni RR Oe BN AR......... eae 233 384 276 i 456 


1. Subject to revision. 


2. Including transfers of branch profits by insurance companies. 
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Changes in Prices and Volume 


As was the case in 1950, the prices of merchan- 
dise imports as a whole in 1951 rose more quickly 
than did export prices. The result was that the terms 
of trade, measuring the ratio of export’ to import 
prices, continued to decline. In other words, as 
compared with the base period 1948, a larger volume 
of commodities had to be exported in 1951 to secure 
a given volume of imports. The deterioration in the 
terms of trade was not as great as in the previous 
year, since the increase of 13.1% in export prices 
was not much less than the import price increase of 
14.2%. It should be mentioned also that the greatest 
deterioration in the terms of trade in 1950 and 1951 
was concentrated in the period from December 1950 
through June 1951. This period coincides roughly 
with the period of large deficits in our current ac- 
count. In the latter half of 1951 there was a marked 
improvement in the terms of trade which raised this 


index to 103.5 in December from a low point of 94.1 
in May. 


The volume indexes indicate that in 1951 the 
11% increase in the volume of exports was not far 
behind the 12.5% increase in the volume of imports, 
while in 1950 the volume of exports remained almost 
unchanged while imports rose 7.6%. 


Here again it is worth stressing that the hea- 
viest import volumes were concentrated in the last 
quarter of 1950 and the first half of 1951, falling 
off considerably in the latter half of 1951. The volu- 
me of exports, on the other hand, was particularly 
low in the first half of 1951 when import volume was 
so high. In the second half of the year, however, the 
volume of exports was much higher. 


STATEMENT 12. Merchandise Export and Import Price and Volume Indexes and the Terms of Trade 
1948= 100 


Export 
Volume 
Index 


Foreign Exchange Rates 


The market rate for the United States dollar 
in Canada averaged $1.0527 in 1951. The rate rose 
from an average of $1.0517 in January to $1.0694 
in June and declined thereafter to $1.0435 in No- 
vember and $1.0256 in December. 


FOREIGN CAPITAL 


In 1950 and 1951 foreign capital investments 
in Canada increased more than in any earlier years 
in recent decades. The annual increase of over $700 
million in value in each year has been at a rate 
close to 9% of the total of foreign investments in 
Canada. The largest part of this increase has been 
in the value of United States investments which 
have been increasing at a rate of more than 10% in 
each of the last two years. The total value of non- 
resident investments in Canada at the end of 1951 
is estimated provisionally at about $9,424 million 
compared with $8,646 million at the end of 1950 
and $7,939 million in 1949. At the close of the 
recent war the value of non-resident investments 
was $7,092 million. The principal growth has been 
in United States investments. These have risen 


The end of foreign exchange control in Canada 
was announced by the Minister of Finance on De- 
cember 14, 1951. Consequently, all Canadian ex- 
change restrictions on international security trans- 
actions and other capital movements were elimin- 
ated from that date. 


INVESTED IN CANADA 


from $4,990 million in 1945 to $5,905 million in 
1949, $6,565 million in 1950 and estimated $7,235 
million in 1951. In the same six years British in- 
vestments in Canada have not changed so much in 
total value, although they also have risen in the 
last two years from $1,694 million in 1949 to $1,723 
million in 1950 and an estimated $1,772 million in 
1951. Investments held in other countries than the 
United Kingdom and the United States did nd change 
greatly in the period until 1951 when a sharp rise 
occurred from $358 million in 1950 to an estimated 
$417 million by the end of 1951. Detailed statistics 
on these investments appear in Tables 6 to 12. 


The rise in United States investments has been 
both in direct investments and in portfolio holdings 
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of public securities. In the two years 1950 and 1951 
direct investments have increased by approximately 
$800 million in value. Holdings of Canadian govern- 
ment and municipal bonds rose by $364 million and 
other portfolio holdings of securities by an estim- 
ated $131 million. These increases are in the book 


values of the investments and reflect reinvested 
earnings. There was an even greater rise in the mar- 
ket values of the investments in the last two years 
and the aggregate market value at the end of 1951 
would be much higher than the book values shown 
in these statistics. 


STATEMENT 13. Value of United States Investments in Canada 1945, 1949-1951 
(Millions of dollars) 


Direct INVEStMeNts.......cccccccccccccssccssesercceccccecccenecccensessccscvosseccscsseovens 
Government and Municipal Bonds ...w.vercsrercrcccscersererersresersrsrers 
Other Portfolio INVeEStMENts ......ccsccsscccrrssererssrssccersecsrersreserscssesens 
MisCellANCOUS ASSES ....ccscceresscsessrcrsreeersessssesstesececcosssceressescesseer ens 
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1. Provisional estimate subject to revision. 


United States direct investments at book values 
are now more than twice the value of this group 
in 1939. The distribution and growth of direct in- 
vestments up to 1950 are shown in Table 12. This 
growth has been distributed throughout the main 
branches of industry with the principal exception 
of public utilities in which group the value of 
United States investment in controlled companies 
has not changed much. The increased investment 
in the petroleum industry and in mining in the 
last two years has accounted for a large part of 
the rapid growth since 1949. Increased invest- 
ments in manufacturing have been a feature of 
all post war years. The extent of the inflows of 


aeneceee 


snoaceee 


capital in 1950 and 1951 into the petroleum in- 
dustry and mining is shown in statement 15. In 
the latter statement only transfers of capital shown 
in the capital account of the balance of payments 
are included. In addition there have been substantial 
increases in investment through reinvested earnings 
particularly in the field of manufacturing. 


At the end of 1950 there were 2,568 Canadian 
concerns controlled in the United States, of which 
1,229 were in manufacturing. This compares with 
a total of 1,985 concerns controlled in the United 
States in 1945, of which992 were in manufacturing. 


Relative Size of Non-resident Capital Invested in Canada 


This growth in non-resident investments in 
Canada has occurred in a period of exceptional 
development in Canada. As the non-resident invest- 
ment has only financed a comparatively small 
portion of the total capital investment there has 
been no wide change in the non-resident owned 
ratio of all investments in Canada. The latter has 
been influenced more by the investments in earlier 
periods of national development when the non- 
resident contribution was relatively greater. Earlier 
periods of rapid development this century were in 
the years immediately before the First Great War 
and in the period ending in 1930. A comprehensive 
valuation of all the capital invested in Canada at 
the end of 1951 is not available and in any case 
there are special problems of evaluating many types 
of Canadian owned asset. It is possible, however, 
to judge the relative position of foreign capital in 
Canada in some spheres. For example, non-resident 
holdings of Canadian bonds, estimated at $3,455 
million at the end of 1951, constituted 15.2% of the 
total funded debt of all Canadian governments and 


corporations of approximately $22.6 billion as shown 
in statement 14. The bonds owned in the United 
States at that date were 12.2% of the total Canadian 
bonded debt. These ratios are not very different 
from several years earlier even though the non- 
resident holdings of Canadian bonds has increased 
through new issues sold in the United States and 
through transactions in outstanding bonds. In 1947 
non-residents owned 13.1% of an estimated $21.5 
billion outstanding at that time. In 1939 non-resident 
holdings of $3,504 million were over one-third of 
the $10 billion of Canadian bonds then outstanding. 
Bonds owned in Canada have risen from about $6.5 
billion in 1939 to sore $19.2 billion in 1951. 


Another sphere of investments where the non- 
resident share of capital may be measured approx- 
imately is in the business sector of the Canadian 
economy. In this sphere the non-resident owned 
ratio is higher than in the case of bond ownership. 
The group of total investments in Canada selected 
for this comparison includes corporate investments 
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STATEMENT 14. Estimated Distribution of Ownership of Funded Debt of Canadian Governments and 
Corporations, End of 1951 


(Millions of dollars) 


Distribution of Ownership 


haved 


Items ak a 
Amounts . United as 

f Canada |United States ; Foreign 

Outstanding Kingdom Countries 
Dominions — Direct and Indirect excluding Railways 14, 842 13, 829 887 70 56 
Provincials — Direct and Indirect excluding Railways 2, 674 1, 903 oe 38 1 
Miisnic ip al sc-st Betis cabs oeeseece eet eee teat crencscomcodereceeereze eat il pAcal 962 279 38 2 
Total — Government Bonds..............2....-+----c-ecseeseceeee 18, 797 16, 694 1, 898 146 59 
PeMmGeNnt DiStrip uel Ols:.-cse-sactere-eress te eaceesssceseeeeracesese=~a 100. 0 88. 81 10. 10 0. 78 0.31 
SEAT RUD iS ee cee rsceres ee eee ae ete acer ec ccnesemnccrecsacereces te to5 479 315 309 32 
Ober CS OLPOLa bl ON Smeeeceseaeacstse cee ce ne wasnt aeeerereeeeceneecensnane nos 2, 700 2, 004 559 110 eri | 
Total Bonds and Debentures .........-.....---.-2.-s:eeeeeeee ee 22, 632 19, 177 Pept leis 565 118 

Per Gente Distr iDUbLOMssececeseaecctosese=s-sccnsreceoe-ntencne-cevaceae 100. 0 84. 73 


1. Amounts outstanding exclude sinking funds, and in some cases are estimated. The total for other corporations 
excludes some domestic issues held in Canada 
2. Some securities shownas held in the United States an 


in manufacturing, mining, railways and public util- 
ities, and in the case of merchandising an estimate 
of all investments including those in non-corporate 
forms. But many groups of assets predominantly 
owned in Canada have not been taken into the cal- 
culation such as residential properties, agricultural 
assets and other forms of real estate. 


The most recent year for which a detailed 
evaluation of Canadian owned investments in the 
business sector of the economy is available is 1949. 
This shows that Canadian ownership in that year 
amounted to about 68% of the total. An estimate for 
1950 points to about the same proportion in that 
year and it is not likely that the corresponding 
ratio in 1951 was changed significantly. The non- 
resident owned ratio of 32% in these years com- 
pares with 38% in 1939. United States ownership 
of Canadian industry amounted to less than a 
quarter of the total capital invested by the end of 
1950. 


Non-resident ownership in manufacturing varies 
widely in different branches of industry. In some 
industries like the automobile industry most of the 
capital is non-resident owned or controlled, while 
in other industries, like cotton textiles or primary 
iron and steel, most of the ownership or control is 


d United Kingdom are beneficially owned in other countries. 


Canadian. In manufacturing as a whole the total 
non-resident ownership was about 44% in 1949 and 
United States ownership about 37% including in- 
vestments in petroleum development by companies 
engaged in petroleum refining. 


In mining and smelting, including only invest- 
ments in petroleum exploration and development by 
non- refining companies, the non-resident owned 
percentage had risen in 1949 to 42% and the United 
States investment to 35%. In 1950 the United States 
investment in all branches of the petroleum industry 
in Canada amounted to 54% of the total book value. 


In railways non-resident ownership in 1949 
was 43% and United States ownership 20%, while 
with other utilities the corresponding percentages 
were 16% and 13%. 


In merchandising non-resident ownership has 
continued to be close to 9%. 


If it were possible to estimate satisfactorily 
the total value of all forms of Canadian investment 
it seems likely that the ratio of non-resident owner- 
ship to all investments in Canada is somewhere 
closer to the 15% in the case of funded debt than to 
the 32% in the case of the narrower field of business 
investment. 
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STATEMENT 15. Estimates of New Inflows of Capital from the United States for Direct Investment 


New Inflows of Capital: 


Petroleum exploration, development and refining 20.0... cee ceeeeeeeeereeeeeeeeeens 
EETANS DOLLA LION. ce.cscesteesoaccacchcnssroeeceseons 
IMT NEI) Be ore xu eee o Savc sac cased ces ccassverescsosor'edee 
ul piandPPa per kic..cces-cr-cseeceececeeeteersn soe 
Others Mantiactuning and) MISC LIANG OUS: &.....c1.cc+-s..2+-occeeseesedestereccosestaseseoosse sas 
Total Inflow of new capital as above... 
TRAY Yig 0 (0) C COE oy bet We Sen Ra er See 


Net Capital Inflow (as in statement 8) 


in Canada, 1948-1951 


(Millions of Canadian dollars) 


1948 1949 1950 


1. Subject to revision. 


140 
14 
37 
22 
86 

299 
40 

259 
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TABLE 1. Summary of Revised Estimates of Canada’s International Accounts, 1950 
(Millions of dollars) 


United 
Kingdom Other 
and Overseas 
Sterling 
Area 


United 
States ! 


All 
Countries 


A. Current Account: 
13." Current AccounteBalance. (8. uccuc-cssstenaielcagensaees certeemeteate 


B. Capital Account: 

. Postwar loan towmUnited) Kimed Omi cc, cscnciesssececsceriaseassarseeees 
Principal repayments on Export Credits .........ceesesseeeeeees 
Repaymentiol waniloans. 28 occ ccsvccme anccccncrserees sures scameens 
New Issues Of Canadian SCCUrIEICS 5.iecesnceevaccsesensccnsecnencss 
Retirements of. Canadian SECUnibleSu ar. cssccsetanesreyeeereumeces 


oP W pr 


Net trade in outstanding securities: 
6. GCANACTANTS COULLULCS trem, ecceete ce tocseseat sare caveusuiaWanawenereeer ssn 
2B FOrekeniSeCUriGleS: 33.0 .tenccssseesnsnacocddesnemsncenetee ete raceme cedeens 
QDirecu Inveseme nts Canada ereccc terete rcccceetet ess 
9. Canadian direct investments abroad ..............:scscseccerssssssers 
10. nOther= Capital MOVeMeNES 11ers cee coerce eecesece cece sestrer 
11. Net receipts of exchange from overseas countries .......... 


12)" Balance from-allvabov eo! tranSactlons iicsscccceosssserevsdeseserses 
13. Increase in official holdings of gold and U.S. dollars .... 


1. Including some capital transactions on account of ‘‘other overseas countries’’. 

2. Including errors and omissions. 

3. Including increase in Canadian dollar balances owned in the United States ($91 million) and use of 1949 loan 
proceeds set aside for retirements in 1950 ($18 million). 

Note. A minus sign (-) designates payments, outflows of capital from Canada, or receipts of exchange in the single 
case of item B. 11. 


TABLE 2. Summary of Preliminary Estimates of Canada’s International Accounts, 1951 
(Millions of dollars) 


United 
Kingdom Other - 
All United 
= ; and Overseas 1 
Countries sterling States 
Area 
A. Current Account: 
leevCurtent AGEOUNE Balance wees ters sctee oc ates estes eee cs ceonhoces es - 524 + 191 + 220 AY) = (95 
B. Capital Account: 
Repayment to Government of Canada: 
heal PP OSEWAL* | Camsitien Rs, Se ete tra reece ec certs ea tersevact Re eet ai anaeteiass Re een do toast ti _ 
Dis WAS TOADS, Sierras laateta dee teet tess scecee ccenev tee caer cee on teencaas ouenivasel te 4. + 34 =_ - = 
2.0 NeW Issies. Of Canadian SGCuritiesi. css .crcc «tesacteaoateonvectes + 411 art! _ — + 404 
4. Retirements Of Canadian SECUPiEIECS ...,..ccccesececocccccsccsserovers - 184 =a =: 1 — - 159 ‘ 
Net trade in outstanding securities: 
5 @anadian Securities 25 wx. cieette conc scat hecas scant emetic ganses seen. aon a tS) =" L6 aman! _ “ee | 
6. FORELEN SCCUPILICS) 6.28 3 cinseoctlctnacarsaxtonemenaens ee - _ = oS + 15 
7. Direct Investments in Canada .............. + 296 +3) 28 -s 9 - + 259 
8. Canadian direct investments abroad ~ioG = 6 = 5 ui I, C 4 
q, “Other capitalsmovements' tine eacee eee ee = 52 Nt! ae = 10 + 255 @ 
10. Net receipts of exchange from overseas countries .......... - - 174 = 261 tad + 434 , 
1%; Balance from all above transactions ic sijecsccsecpeeasvencrseete ae et: — -- +539 
12. Increase in official holdings of gold and U.S. dollars .... +» 39 -- - = +$4n39 


1. Including some capital transactions on account of ‘‘other overseas countries’’. 
2. Including errors and omissions. 
3. Including decrease in Canadian dollar balances owned in the United States ($53 million). 


Note. A minus sign (-) designates payments, outflows of capital from Canada, or receipts of exchange in the single 
case of item B. 10. 


A. Current Receipts: 
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TABLE 3. Current Account of the Canadian Balance of International Payments 
Revised Statement for 1950 and Preliminary Estimates for 1951 


(Millions of dollars) 


Other : 
Sterling ie OES EG. 
Area Countries 


1950 | 1951 | 1950 | 1951 | 1950 | 1951} 1950] 1951) 1950 | 1951 | 1950 | 1951 


Other 


All United 
Countries Kingdom 


All Other 
Countries 


Merchandise exports (adjusted) ...... |3, 139|3, 950 469| 636 201 264 | 2,046 |2, 326 366 223 358 
Mutual Aid to NATO Countries! .... 57| 165 _ - - _ — - - -_ - 
Gold Production available for export 163 150 — - _ = 163 150 _ — _ 
BRTAV EINE X PENGILULES ccccsctescacsccccerseesses 275 Pate 7 8 3 3 260 255 4 1 i 
Interest and dividends ...............ee 91 115, 6 30 8 4 50 it) 14 13 10 
RepeLeht ANGSHIPPING ..Lecececcssosenveeer 284 337 61 88 18 17 157 164 357/ 24 31 
Inheritances and immigrants’ funds.. 58 17 13 14 1 3 on 32 22 2 6 
All Other current receipts ................ 7a} 276 39 47 3 3 168] 213 5 11 8 
Total Current Receipts ................ 4,300|5,341| 595) 823] 234) 294/2,875/3,197 448| 274) 414 

B. Current Payments: 
Merchandise Imports (adjusted) ...... 3,12914,103) 399) 417 244| 310/2,093)2, 848 173i 280) 355 
MrAVeIMEXDPENGIGUICS) 22sec cccschccsessceses 226 280 19 20 5 5 193 246 8 1 1 
Interest and dividends .................0 474| 447 55 59 ~ — 410 378 8 2 2 
Preightiandsship pinGeeccceesccessosseveeeees 301} 347 36 43 3 3 240 276 18 8 u 
Inheritances and emigrants’ funds .. 58 67 10 10 1 it 44 52 3 1 1 
Mutual Aid to NATO Countries! .... 571 165 _ — - - — — — _ — 
All other current payments .............. 384 456 48 54 4 4 298 352 18 22 28 
Total Current Payments .............. 4,629/5, 865) 567) 603 257| 323/3,278/4,152 228) 314 3% 
Cc. Current Account Balance ................ - 329| - 524] + 28]/+ 220] - 23] - 29|- 403] - 955|+ 109) + 220) - 40; + 20 


1. Mutual Aid is not included in figures for countries or areas, but is included in totalreceipts and total payments 
with all countries. This represents contributions to North Atlantic Treaty Countries of equipment and supplies and the 
provision of air training by the Canadian Government. 


TABLE 4. Current Account Between Canada and All Countries, 1926-1951 
(Millions of dollars) 


‘ Net Balance on 
Mutual Aid and ; “urrent Account 
Other Official Indicating 
Contributions Net Movement 
of Capital 


Net Balance 
Current Current Including 
Receipts ! Expenditures ? Mutual Aid 
Exports 


+ 


OB Se ae i a ns em el a nc i eae YT So 
DSOM ES Soe eae Spee sper ope mmm mitt Ay al Use UP ene 
Pp 
Wo) 
—" 


1. Including Mutual Aid exports. 
2. Excluding Mutual Aid offsets. 
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TABLE 5. Geographical Distribution of the Balance on Current Account, 1926-1951 
(Millions of dollars) 


AlL United | overseas | United 
Countries Kingdom Countries 2 States 3 


1. Excluding wheat exports diverted to other overseas countries, and exports of gold. 
2. Including estimated wheat sold in European Countries. 
3. Including all net exports of non-monetary gold. 


Note. In the years 1942-1948 balances include exports of currently produced goods provided as Mutual Aid or Official 
Contributions (See also preceeding table). 


a. ae 
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TABLE 6. Summary Statistics on Canada’s International Investment Position 


A. Summary + Non-Resident Investments in Canada, 1926-1951 
(Millions of dollars) 


1926 1930 1939 1945 1946 1948 1949! | 1950! 


2,636. 3/2, 766.3)2, 475.9|1, 750.0]1,668.0/1,631.0/1,593.0}1,694.0) 1, 723.0/1, 772.0 


Held in United Kingdom ......... 


Held in United States ............ 5 Ba fs : : . : : , 965. 07, 235.0 


Held in Other Countries ........ 417.0 
Total — Non-Resident In- 
vestments in Canada ...... 6, 002. 6 |7, 613. 8 |6, 913.3] 7, 092. 0/7, 178. 0/7, 174.0) 7,491. 0| 7, 939. 0/8, 646. 0/9, 424.0 


B. Summary — Value of United States Direct Investments in Canada in Companies Controlled 
in the United States, by Forms of Investment, 1926-1950 (Included in Summary A) 


(Millions of dollars) 


Risse sieseve nena ssece 1,000.0 | 1,329.4 | 1, 289. 2 


1,613.0 | 1,691.0 | 1,804.0 | 2,052.0 | 2, 200.0 |2, 394.6 


187.6 292.0 320. 0 357.0 


214.9 399.0 417.0 691.0 


Sacer EE SE ACEP eC 1,402.5 | 1,992.7 |1, 880.9 | 2,304.0 | 2,428.0 | 2,548.0 | 2,807.0 | 3,095.0 |3,442.0 


C. Summary — Canadian Assets Abroad, 1930-1951 
(Excluding Investments of Insurance Companies) 
(Millions of dollars) 


Direct Investments Outside of Canada .................. 


Portfolio Holdings of Foreign Securities .............. 578° 
CR MELN MIC IG CTOULES ce .na- -ccecioe es eVooeteads\eeren sce sexeareaBerae O22 
Net External Assets of Canadian Banks ?.............. 2 

Official Balances Abroad and Gold ............ ee 1,846 


1,496 |1,876 |3, 715 4,277 |4,774 |5,454 


1. Including Newfoundland. 
2. Not available. 
3. Tentative estimate. 


Note. A more detailed analysis of British and Foreign Investments in Canada and Canadian Investments Abroad has 
been published in Canada’s International Investment Position,Selected Years 1926 to 1949. 
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TABLE 7. Foreign Capital Invested in Canada, as at Year Ends, Representative Years, 
1926 - 1950 


Classification by Types of Investment 


TOTAL NON-RESIDENT INVESTMENT IN CANADA 
(Millions of dollars) 


Types of Investment 1950 
aie 

| 

GOVERNMENT SECURITIES: 
DOMINION seuss. hoses oases aden ee ate eva es 638-.0| 682.0| 823.0| 726.0] 750.0) 713.0 823.0 975.0 /1, 141.0 
POVIMCLAL 22.-05. 08: seoceeccesessct ea nomecersrn ney 421.6 592.3 536.0] 624.0 594.0| 551.0 528.0 565.0 
MUNICID Al oon oe cncecee easrostaeeecuec sseecedices Siael sl 4 leo 344.0) 312.0 267.0} 264.0 248.0 256.0 
Total icneews eer eee 1,433. 7/1, 705.8 1, 703.0 1, 662. 0) 1, 611. 0/1, 528. 0)1,599. 0/1, 755. 0/1, 962.0 

| 

PUBLIC UDIEITIE'S: e 
SRL W CLV aterat cect sakes sees chats cdaaccuescesnee 11,938. 4 |2, 244.3 /1,870.6/ 1,599. 0/1, 583. 0/1, 586.0 |1, 504. 0/1, 445.0 |1, 456.0 
(OPA 9s) cage een Se Ae ee eS ae Sn RCo i, 394.5] 633.4 549.4 494.0; 557.0, 473.0| 468.0) 494.0 543.0 
TOCA eee oF ee rce see cece cone cnaens 2,332-9/2,877. 7 (2,420. 0| 2,093. 0' 2, 140. 0/2, 059. 0/1, 972. 0/}1, 939. 0/1, 999.0 
| 
MSMUEAC UULING: &..ccecensentasesence cocttoesc:seaessne ses 3 11,573.011,445. 2) 1,829.0 1,895.0 |2,029. 0 |2, 317. 0/2, 539. 0 |2, 763.0 
Mining and Smelting .... 1 834 oc Os OS 0| 386.0, 396.0} 424.0| 494.0 628.0 
Merchandising .............. 8| 202.9) 189.3, 226 0, 238.0; 248.0 262.0 279.0} 31080 
Financial Institutions 6 542.9 aout 525.0, 557. 0| 553.0 541.0 548.0 566.0 
Other HNterprises At. .ccccssecce cess esseee ress ae 82.4! 69.0 70. 0| 69.0 71.0 78.0 83.0 98.0 
Miscellaneous -ASSCtS 2.000. cscccnshsstesncmscecs 260.0 295.0 285.0 284.0| 282.0} 290.0 298.0 302. 320.0 
| 

Total Investment |... 6, 002. 6 |7, 613. 8 |6, 913. | 7,092.0 | 7,178. 0'7, 174. 0/7, 491. 0|7, 939. 0/8, 646.0 


TABLE 8. Foreign Capital Invested in Canada as at Year Ends, Representative Years, 
1926- 1950 


Classification by Types of Investment 
INVESTMENTS HELD IN THE UNITED KINGDOM 
(Millions of dollars) 


Types of Investment 1926 1930 1939 1945 


GOVERNMENT SECURITIES: 


Dominion 
Provincial 
Municipal 


1| 234.5) 238.0 — | — = 

-6 69.3 58. 0 45.0) 37.0 35. 0 

187.0) 182.1 157. 112.0 78.0 55.0 
7 


485.9} 453.0) 157.0] 115.0 90. 0 


ER CLL LWE SEV Sin ce etcews sucess Gn actant ewcnnes notes aatnce 1. Stl ONe SOoldalis ceo 806.0} 795.0 792.0 
BA) (Cee eee SP ees SAR a ee SREP ae 96.6 99.7 89.3 90.0 85.0 i220) 
ol id 1 EP pe EEN HE AOR BEN ey on mer aaa 1,467. 6 |1,451.4/1,304.6 896.0; 880.0 864. 0 
BARD RC EMEA jeer carte coriecersucttaaee 234.4| 274.7| 257.3| 301.0] 295.0] 307.0 
Mining and Smelting BEN Se ee 50.9 Sao 61. 4; 62.0 56.0 Sac0 
Merchandising seen ccaptekenieedhponetet Sanya e 49.2 61.6 54.9 Hie OG 60.0 57.0 
Pinancial Institutions sc... <vscssscs-dese-caps £15.10 242.7 220.9 186.0] 182.0 186.0 
Other WNtegnrise Su cetcrc ccna es 4.0 5.2 3.8 6.0 5-0 5.0 
Miseelldnenis ASS6US, ...c..c0quesaraces 145.0 171.0 120.0 85.0 75.0 70.0 
Total Investnent\4..4-3 4 ee 2,636. 3 |2, 766.3 |2,475. 9/1, 750. 0)1, 668. 0/1, 631.0 
a es ee eS ee a 


THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS, 1951 27 


TABLE 9. Foreign Capital Invested in Canada as at Year Ends, Representative Years, 
1926-1950 


Classification by Types of Investment 
INVESTMENTS HELD IN THE UNITED STATES 
(Millions of dollars) 


Types of Investment 1926 1930 1939 1945 1946 1947 1948 1949 1950 


GOVERNMENT SECURITIES: 


DOMINION .......0..seceesecensseeorseseeeseceeenenees 381.9 440.5] 567.0} 682.0 701.0| 665.0] 775.0] 844.0]1,009.0 
Provincial eCeness Nee 342.0 AUTO 2yeeW 574.0 554.0] 515.0] 494.0] 492.0 525.0 
Municipal 185.1 247.4 181.0 194.0 183.0] 207.0 198.0 198.0 212.0 
EE OUT rere eee vse sa ckks cacdscorscscsness cae 909. 0 |1, 204.9 }1, 221. 0] 1, 450.0) 1, 438. 0/1, 387. 0 |1, 467. 0) 1,534.0) 1, 746.0 
PUBLIC UTILITIES: 
By RU WI YS peererces. cote cecr ct iadtocpstecesacexacesbee 510.4 832.6 588.3 720.0 717.0| 724.0] 718.0} 664.0 685.0 
OEIC mere terete eases ae cnes acec avons t roncessotss 289.9 2c 432.1 375.0 eC] BWP || Siok) 399.0} 448.0 
PROG aerate os res snctos see ee Ree ah Uae ches 800. 3 |1, 354. 3} 1, 020. 4| 1, 095.0] 1, 158. 0/1, 096. 0/1, 090. 01, 063. 0) 1, 133. 0 
MANU Ea CEPI Ombcces ects scott osccrcette revs eoezereoss 952.911, 286.3 ]1, 159-9] 1,482.0]1, 554. 0]1, 676. 0 |1, 936.0 |2, 099. 0 | 2, 269. 0 
Mining and Smelting .... 165-2 [eee boo 250.7 322.0 311.0} 324.0 347.0 416.0 546.0 
MerCHANGISIN GE tase: cles cstesaxctccscevetsdataseceesss 98.6 13ers 129.4 164.0 ISO 1S5a0 194.0 211.0 231.0 
PUN ANCLAIGINSGIGUCIONS) cccccces cvecccace-sesseceee 12 5ee 25ilee 200. 8 285.0 SPALKO)| PBA 297.0 338.0 362.0 
OURO NUCEDLISCS. ca. cee cccecsscessssecsecsceesscne 60. 2 76.2 64. 2 62.0 62.0 65.0 72.0 74.0 88.0 
Miscellaneous ASSCES, <cc.cidc.ccceseccossersece. 85.0 94.0 105.0 130.0 140.0} 155.0 163.0 170.0 190.0 
Total Investment 0.000000... 3, 196.3 |4, 659.5 |4, 151. 4| 4, 990. 0/5, 157. 0] 5, 200. 0] 5, 566. 0/5, 905. 0/6, 565.0 


TABLE 10. Foreign Capital Invested in Canada as at Year Ends, Representative Years, 
19 26 - 1950 


Classification by Types of Investment 


INVESTMENTS HELD IN ALL OTHER COUNTRIES 
(Millions of dollars) 


Types of Investment 


GOVERNMENT SECURITIES: 


MD OIIELIBION retreats scosccceckascc2s<cecstsceecseresens 50.0 
POPOVANG | Alamettnce. tc. ,ocacnecssescucnevscecesevesees 1.0 
IMETIRT ICTR Ble etee cnc ss covececcscustssscdcnesedccencee 220 
BULD LRM NR eee Ae Sc ccs ccnssecersess cecucstet 53.0 
PUBLIC UTILITIES: 
ROR W LV SMe cso ce, caste se ctsctcs secs csovscerarss'nss 64.0 
RE Ot ereate te nic cnt cane acer dicceresonsese sence eas 30.0 
BUDE Ae Scie 0 ccacSescecomtocccescceces= 94.0 
WPPUTUNIE AC UNE AUG tec cscsccecccccssccvccenseoscocesscnseees 50.0 
Mining and Smelting ............ccccscccsressrers 27.0 
MERC IATIONS ITD Men ecctesacesserceccascrensccrs+oesse 10.0 
MED ANCARINSLALUICLONS <ccccsscca-cccce--oeseeees 57.0 
OE CTAINUTCTDEISCS Gecciic-s-cccssscccceseccvecwsscess ast b) 
Miscellaneous ASSECtS _ ..........cccceeceseeeeees 65.0 
Total Investment ...................00.8- 358.0 
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TABLE 11. Foreign Capital Invested in Canada, End of 1950 
Classification by Countries of Origin and by Types of Security 
(Millions of dollars) 


? : Other Total 
Types of Security eat ee Foreign |Non-resident 
& Countries | Investment 
Bonds and DeWemnture Ss: s.cc5.cesscece-cccte cc cane stercoce oder stecacacnssoone se seocsncecsaaesene 
Dominions......... Pe 1, 009 82 1,141 
Provincials......... =a 525 39 565 
Muni ipalisy 2: Bice ste cce en seeamnenoeeeece 212, 42 256 
Steam Railways : 366 310 708 
Other Corporations — controlled in Canada..............-s:sesrseececeeeees 176 21 211 
Other Corporations — controlled outside of Camada............---.-+-+- 337 69 420 
Wat AU a ein soe onc oe cca na cement see tee ee eae ee es Se came a omeioe 2, 625 563 3,301 
Capital Stock of Canadian Companies: 
Companies’controlled ini Gama da caesccceecccaccsseceeerecere teenerensevere ceesese> 635 594 1,320 
Companies controlled in the United States ...-...-.-.--1-see-sesseececeseeee 2, 394 70 2, 483 
Companies controlled in the? United: King Omics sece-c-pe ences -cnesce seers 14 346 363 
Companies on inlother foreign COUNtMICS c..:.-<c.-e-n2--<=--csez0ee- 1 il 39 
Total ist.0)2: MWA ste ote. ke oe tee ee le ee ee 3, 044 1, 011 4, 211 
Other Corporation Assets: 
Companies controlled in Canada.............-.-.-c-s-sssessssscecsenessseecececeeses 13 il 14 
Companies controlled in the United States .........-.-.-.-s-:scesseeeereeeees 691 — 691 
Companies controlled in the United Kingdom. .......-.....---.-.--++--2+++++- uf 83 85 
Companies controlled in other foreign countries .........-.-.-.-.----+-+- 1 _ 24 
otal eee ee re eeierc cece nee sen reee 7106 & 814 
Miscellaneous Investments: . 
Real estate, mortgages, assets administered ‘for ‘non-residents, 
private investment COMPANTICS NEUE si caper ape ceer eet accn sno saneessueeecanereaer 190 65 320 
Gg | Hae ao TENS te DE re eS See Ch Sie erate 6, 565 1, 723 8, G46 


1-2. Includes some investments held by nominees in the United Kingdom and the United States for residents of other 
countries. 


Value of United States Direct Investments! in All Canadian Businesses by Types of 
Business, Selected Years 1926 to 1950 


(Millions of dollars) 


TABLE 12. 


Value of United States Investment 


Type of Business 


Manufacturing, tOtal sec. --cc.ce-faccccessteecee 
VeEgSetADIe Products) c.c...cck-c.cstecense-soeee 69 193 
Animal Products «ee. --c-. deeseesve-arceweenee 18 58 
WEY a BAG NR OOS si peers art ReMi eo oe 18 42 
Wood and Paper Products ...............-.- 256 446 
from and Products) .oc..ccssesscsckesceveateees 180 420 
Non-ferrous Metals ...........:.s:ccscececseee 83 315 
Non-metallic Minerals? .....-...::0-0s0000 109 312 
Chemicals and Allied Products ........ 60 194 
Miscellaneous Manufactures. .............- 25 53 
Mining and Smelting? ...........:.::sesssseseeeees 141 450 
TEDICIOS 5 oie ecccsc us Rosse Soto enero ae aE 249 389 . 
Mere Da NGa RID eo cccnctets cose ates creeeoe 89 219 
TELECON ey t: 1 che en eae ee ne ee Meee 267 
MISCEHATOU US «. ccna taece Bact eniaceere 84 
Total — All Companies .............. 3,442 


1. Direct investments include branches, subsidiaries and controlled companies. 
_ 2, Investments in exploration and development of petroleum by Companies engaged principally in refining and pro- 
duction of petroleum products are included in the Non-metallic Minerals item of Manufacturing. 
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